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PRINCIPAL ACTIVITIES

China Everbright Limited (the “Company”) is incorporated
in Hong Kong with its shares being listed on The Stock
Exchange of Hong Kong Limited. The directors of the
Company consider China Everbright Holdings Company
Limited, a company incorporated in Hong Kong, to be the
ultimate holding company of the Company.

The Company is an investment holding company and,
through its subsidiaries and associates, is principally
engaged in investment holding and provision of financial
services.

PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation
of the accounts are set out below:

(a) Basis of presentation

The accounts have been prepared in accordance
with accounting principles generally accepted in
Hong Kong and comply with accounting standards
issued by the Hong Kong Society of Accountants
(“HKSA”). They have been prepared under the
historical cost convention except that, as disclosed
in the accounting policies below, properties and
investments in securities are stated at fair value.

In the current year, the Company and its subsidiaries
(collectively the “Group”) adopted Statement of
Standard Accounting Practice (“SSAP”) No. 12
(revised) “Income taxes” issued by the Hong Kong
Society of Accountants which is effective for
accounting periods commencing on or after 1st
January 2003.

The change to the Group’s accounting policy and
the effect of adopting this revised policy is set out in
note 2(l).

TEEK

REXAKEBRARAE ([AAF])
E-HERBEMAIZNAF -AQ
BAZBROREBEEBRERZMABRA
Al LM - ARAREERRERT LM
RIEZHPEEAEBERERAFA RN
RA|Z BRI AR

ARRRREER AR W5 BEHK
BRAARBERNR TEREREE
i

’
o

B b 1R & Bl AR

FTEEHEE

RELSEEMRAZEIESHEK
RYEHMAT

(a) MmMEBUEXE

AR NDERBREBLARES
RARBAGH A HEM
ZERHEERE R BR B W IKE
BERAERERE Y
REBEBHRETIRRTESKR.

REAFE RAARRENB L
A (HEIEE])RATHSE
BRI ASEMZEHE
BAERIE125% (KIERT) [FR
BHI R _TEZE=F—A
— B ARFE 2 €5 I
R

AEESTHRRZEE MK
MU EBRBETRZTZETD
R EE2() ©



e CHINA EVERBRIGHT LIMITED B )t K £ it A BR /A Al

NOTES TO THE ACCOUNTS (Continued)

R EH M FE (&)

For the year ended 31st December 2003
HE-_ZZE=F+-A=+—HIFE

2. PRINCIPAL ACCOUNTING POLICIES (Continued)

(b) Group accounting

(1)

Consolidation

The consolidated accounts include the
accounts of the Company and its subsidiaries
made up to 31st December.

Subsidiaries are those entities in which the
Company, directly or indirectly, controls the
composition of the board of directors, controls
more than half the voting power or holds more
than half of the issued share capital.

The results of subsidiaries acquired or
disposed of during the year are included in
the consolidated profit and loss account from
the effective date of acquisition or up to the
effective date of disposal, as appropriate.

All significant intercompany transactions and
balances within the Group are eliminated on
consolidation.

The gain or loss on the disposal of a
subsidiary represents the difference between
the proceeds of the sale and the Group’s
share of its net assets together with any
unamortised goodwill or negative goodwill or
goodwill/negative goodwill taken to reserves
and which was not previously charged or
recognised in the consolidated profit and loss
account.

Minority interests represent the interests of
outside shareholders in the operating results
and net assets of subsidiaries.

In the Company’s balance sheet the
investments in subsidiaries are stated at cost
less provision for impairment losses. The
results of subsidiaries are accounted for by
the Company on the basis of dividends
received and receivable.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

(b) Group accounting (Continued)

(ii) Joint ventures

A joint venture is a contractual arrangement
whereby the Group and other parties
undertake an economic activity which is
subject to joint control and none of the
participating parties has unilateral control over
the economic activity.

The consolidated profit and loss account
includes the Group’s share of the results of
jointly controlled entity for the year, and the
consolidated balance sheet includes the
Group’s share of the net assets of the jointly
controlled entity and goodwill/negative
goodwill (net of accumulated amortisation) on
acquisition.

In the Company’s balance sheet, the
investment in jointly controlled entity is stated
at cost less provision for impairment losses.
The results of jointly controlled entity are
accounted for by the Company on the basis
of dividends received and receivable.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(b)

Group accounting (Continued)

(i)

Associates

An associate is a company, not being a
subsidiary or a jointly controlled entity, in
which an equity interest is held for the long-
term and significant influence is exercised in
its management.

The consolidated profit and loss account
includes the Group’s share of the results of
and the
consolidated balance sheet includes the

the associates for the year,

Group’s share of the net assets of the
associates and goodwill/ negative goodwill
(net of accumulated amortisation) on
acquisition.

In the Company’s balance sheet the
investments in associates are stated at cost
less provision for impairment losses. The
results of associates are accounted for by the
Company on the basis of dividends received
and receivable.

Equity accounting is discontinued when the
carrying amount of the investment in an
associate reaches zero, unless the Group has
incurred obligations or guaranteed obligations
in respect of the associate.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(b) Group accounting (Continued)

(iv)

Translation of foreign currencies

Transactions in foreign currencies are
translated at exchange rates ruling at the
transaction dates. Monetary assets and
liabilities expressed in foreign currencies at
the balance sheet date are translated at rates
of exchange ruling at the balance sheet date.
Exchange differences arising in these cases

are dealt with in the profit and loss account.

The balance sheet of subsidiaries, jointly
controlled entity and associates expressed in
foreign currencies are translated at the rates
of exchange ruling at the balance sheet date
whilst the profit and loss account is translated
at average rates. Exchange differences are
dealt with as a movement in reserves.

(c) Intangible assets

(1)

Gooadwill

Goodwill represents the excess of the cost of
an acquisition over the fair value of the
Group’s share of the net assets of the acquired
subsidiary/ joint venture/ associate at the date
of acquisition.

Goodwill on acquisitions occurring on or after
1st January 2001 is included in intangible
assets and is carried at cost less accumulated
amortisation and accumulated impairment
losses. Goodwill is amortised using the
straight-line method over its estimated useful
life of 10 years.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

(c) Intangible assets (Continued)

(1)

(i)

(i)

Goodwill (Continued)

Goodwill on acquisitions that occurred prior
to 1st January 2001 was eliminated against
reserves. Any impairment arising on such
goodwill is accounted for in the consolidated
profit and loss account.

Trading rights

The trading rights of The Stock Exchange of
Hong Kong Limited and Hong Kong Futures
Exchange Limited are recognised as intangible
assets on the balance sheet. The trading
rights allocated on 6th March 2000, the
effective day of the merger of The Stock
Exchange of Hong Kong Limited, Hong Kong
Futures Exchange Limited and Hong Kong
Securities and Clearing Corporation Limited,
were stated at nominal value of HK$1 each.
Trading rights subsequently acquired are
stated at amortised cost less any provision
for impairment in value, where appropriate.
Amortisation is calculated on a straight line
basis at an annual rate of 20%.

Impairment of intangible assets

Where an indication of impairment exists, the
carrying amount of any intangible asset,
including goodwill previously written off against
reserves, is assessed and written down
immediately to its recoverable amount.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(d) Fixed assets

(1)

Investment properties

Investment properties are interests in land and
buildings in respect of which construction
work and development have been completed
and which are held for their investment
potential, any rental income being negotiated
at arm’s length.

Investment properties are valued every year
by an independent valuer. The valuations are
on an open market value basis related to
individual properties and values are not
separately attributed to land and buildings.
The valuations are incorporated in the
accounts. Increases in valuation are credited
to the asset revaluation reserve. Decreases in
valuation are first set off against increases on
earlier valuations on a portfolio basis and
thereafter are debited to the profit and loss
account. Any subsequent increases are
credited to the profit and loss account up to
the amount previously debited.

Upon the disposal of an investment property,
the relevant portion of the revaluation reserve
realised in respect of previous valuations is
released from the asset revaluation reserve to
the profit and loss account.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

(d) Fixed assets (Continued)

(i)

(i)

Other properties

Other properties are interests in leasehold land
and buildings other than investment properties
and are valued every year by an independent
valuer. The valuations are on an open market
basis related to individual properties and
values are not separately attributed to land
and buildings. Increases in valuation are
credited to the asset revaluation reserve.
Decreases in valuation are first offset against
increases on earlier valuations in respect of
the same property and are thereafter debited
to the profit and loss account. Any subsequent
increases are credited to the profit and loss
account up to the amount previously debited.

Other fixed assets

Other fixed assets, comprising leasehold
improvements, furniture, fixtures, equipment
and motor vehicles are stated at cost less
accumulated depreciation and accumulated
impairment losses.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

(d) Fixed assets (Continued)

(iv)

Depreciation

Investment properties held on leases with
unexpired periods of 20 years or less are
depreciated over the remaining portion of the
leases.

Leasehold land and buildings of other
properties is depreciated over the period of
the lease while other fixed assets are
depreciated at rates sufficient to write off their
cost less accumulated impairment losses over
their estimated useful lives on a straight-line
basis. The principal annual rates are as
follows:
Leasehold land and buildings Over the shorter of

the term of

the lease,

or 50 years
Leasehold improvements 20%
Furniture, fixtures and equipment ~ 20%
Motor vehicles 20%

Major costs incurred in restoring fixed assets
to their normal working condition are charged
to the profit and loss account. Improvements
are capitalised and depreciated over their
estimated useful lives to the Group.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

(d)

(e)

Fixed assets (Continued)

v)

Impairment and gain or loss on sale

At each balance sheet date, both internal and
external sources of information are considered
to assess whether there is any indication that
fixed assets are impaired. If any such
indication exists, the recoverable amount of
the asset is estimated and where relevant, an
impairment loss is recognised to reduce the
Such

impairment losses are recognised in the profit

asset to its recoverable amount.

and loss account except where the asset is
carried at valuation and the impairment loss
does not exceed the revaluation surplus for
that same asset, in which case it is treated
as a revaluation decrease.

The gain or loss on disposal of a fixed asset
other than investment properties is the
difference between the net sales proceeds and
the carrying amount of the relevant asset, and
is recognised in the profit and loss account.
Any revaluation reserve balance remaining
attributable to the relevant asset is transferred
to retained earnings and is shown as a
movement in reserves.

Operating leases

Leases where substantially all the risks and rewards

of ownership of assets remain with the lessor are

accounted for as operating leases. Rentals applicable

to such operating leases net of any incentives

received from the lessor are charged to the profit

and loss account on a straight-line basis over the

lease periods.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

(f) Investments in securities

(1)

(i)

Non-trading securities

Investments which are held for non-trading
purpose are stated at fair value at the balance
sheet date. Fair value represents the quoted
market price for securities that are actively
traded in a liquid market. For securities which
are not actively traded or are unlisted, fair
value is estimated by way of various pricing
techniques including discounted cash flow and
dividend yield analysis.

Changes in fair value of non-trading securities
are recognised in the investment revaluation
reserve until the security is sold, or is
determined to be impaired, at which time the
cumulative gain or loss representing the
difference between the net sales proceeds/
net recoverable amount and the carrying
amount of the relevant security, together with
any surplus/deficit transferred from the
investment revaluation reserve, is dealt with
in the profit and loss account.

Trading securities

Trading securities are carried at fair value. At
each balance sheet date, the net unrealised
gain or loss arising from the changes in fair
value of trading securities are recognised in
the profit and loss account as they arise. Gain
or loss on disposal of trading securities,
representing the difference between the net
sales proceeds and the carrying amounts, are
recognised in the profit and loss account as
they arise.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(9)

(h)

)

Accounts receivable

Provision is made against accounts receivable to the
extent they are considered to be doubtful. Accounts
receivable in the balance sheet are stated net of
such provision.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance
sheet at cost. For the purposes of the cash flow
statement, cash and cash equivalents comprise cash
on hand, deposits held at call with banks, cash
investments and time deposits with a maturity of
three months or less from date of investment and
bank overdrafts.

Provisions

Provisions are recognised when the Group has a
present legal or constructive obligation as a result of
past events, it is probable that an outflow of
resources will be required to settle the obligation,
and a reliable estimate of the amount can be made.
Where the Group expects a provision to be
reimbursed, the reimbursement is recognised as a
separate asset but only when the reimbursement is

virtually certain.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

()] Employee benefits

(1)

(i)

Employee leave entitlements

Employee entitlements to long service leave
are recognised when they accrue to
employees. An accrual is made for the
estimated liability for long service leave as a
result of services rendered by employees up
to the balance sheet date.

Employee entitlements to annual leave, sick
leave and maternity leave are recognised when
the absences occur.

Bonus plans

The expected cost of bonus payments are
recognised as a liability when the Group has
a present legal or constructive obligation as a
result of services rendered by employees and
a reliable estimate of the obligation can be
made.

Liabilities for bonus plans are expected to be
settled within 12 months and are measured
at the amounts expected to be paid when
they are settled.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

1)

(k)

Employee benefits (Continued)

(i)

(iv)

Pension obligations

The Group offers a mandatory provident fund
scheme and defined contribution schemes,
the assets of which are held in separate
trustee — administered funds. These pension
schemes are funded by payments from
employees and by the Group.

The Group’s contributions to the mandatory
provident fund scheme and the defined
contribution schemes are expensed as
incurred. Contributions to the defined
contribution schemes forfeited in respect of
those employees who leave the scheme prior
to vesting fully in the contributions is
recognised as other income in the profit and
loss account.

Share options

The Group operates share option schemes
where directors or employees are granted with
options to acquire shares of the Company at
specified exercised price. No compensation
cost is recognised in the profit and loss
account.

Trust accounts

Trust accounts maintained by the Group to hold

clients’ monies are treated as off balance sheet items

and disclosed in notes to the accounts.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

U]

Deferred taxation

Deferred taxation is provided in full, using the liability
method, on temporary differences arising between
the tax bases of assets and liabilities and their
carrying amounts in the accounts. Taxation rates
enacted or substantively enacted by the balance
sheet date are used to determine deferred taxation.

Deferred tax assets are recognised to the extent
that it is probable that future taxable profit will be
available against which the temporary differences can
be utilised.

Deferred taxation is provided on temporary
differences arising on investments in subsidiaries,
associates and joint ventures, except where the
timing of the reversal of the temporary difference
can be controlled and it is probable that the
in the

temporary difference will not reverse

foreseeable future.

In prior year, deferred taxation was accounted for at
the current taxation rate in respect of timing
differences between profit as computed for taxation
purposes and profit as stated in the accounts to the
extent that a liability or an asset was expected to be
payable or recoverable in the foreseeable future. The
adoption of the revised SSAP 12 represents a change
in accounting policy, which has been applied
retrospectively so that the comparatives presented
have been restated to conform to the changed policy.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

U]

Deferred taxation (Continued)

As detailed in statement of changes in equity, the
new accounting policy resulted in prior year
adjustments as at 1st January 2002 and 1st January
2003 (i) with the retained earnings of the Company
and its subsidiaries restated by additions of
approximately HK$6,446,000 and HK$7,299,000 (i)
share of the retained earnings of an associate of
addition of approximately HK$612,000 and reduction
of approximately HK$367,000 respectively, and (iii)
share of the investment revaluation reserve of an
associate of additions of approximately HK$583,000
and HK$657,000 respectively. The share of the
associate’s prior year adjustments have resulted in
an increase of the Group’s share of the associate’s
net assets by approximately HK$290,000 as at 31st
December 2002. The comparative figure in respect
of taxation credit for the prior year has also been
restated by a decrease of approximately
HK$126,000, representing the net effect of the
addition in taxation credit in the Company and its
subsidiaries of approximately HK$853,000 and the
increase in share of taxation expense attributable to
the associate of approximately HK$979,000.

The adoption of the new accounting policy does not
have material impact on the accounts of the
Company.
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For the year ended 31st December 2003
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(m)

(n)

PRINCIPAL ACCOUNTING POLICIES (Continued)

Contingent liabilities and contingent assets

A contingent liability is a possible obligation that
arises from past events and whose existence will
only be confirmed by the occurrence or non-
occurrence of one or more uncertain future events
not wholly within the control of the Group. It can
also be a present obligation arising from past events
that is not recognised because it is not probable
that outflow of economic resources will be required
or the amount of obligation cannot be measured
reliably.

A contingent liability is not recognised but is
disclosed in the notes to the accounts. When a
change in the probability of an outflow occurs so
that outflow is probable, it will then be recognised
as a provision.

A contingent asset is a possible asset that arises
from past events and whose existence will be
confirmed only by the occurrence or non-occurrence
of one or more uncertain events not wholly within
the control of the Group.

A contingent asset is not recognised but is disclosed
in the notes to the accounts when an inflow of
economic benefits is probable. When inflow is virtually
certain, an asset is recognised.

Turnover

Turnover represents the aggregate of investment
returns from trading securities, interest income,
dividend

commission and service income.

income, rental income, brokerage
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

(o)

(p)

Revenue recognition

Brokerage commission and realised gains and losses
from disposal of trading and non-trading securities
are recognised in the profit and loss account on a
trade date basis when the relevant transactions are
executed.

Unrealised gains and losses on trading securities
are recognised in the profit and loss account on any
change in fair values of trading securities.

Interest income is recognised on a time proportion
basis, taking into account the principal amounts
outstanding and the interest rates applicable.

Dividend income is recognised when the right to
receive payment is established.

Operating lease rental income is recognised on a
straight-line basis.

Service income is recognised when the related
service is provided.

Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset
that necessarily takes a substantial period of time to
get ready for its intended use or sale are capitalised
as part of the cost of that asset.

All other borrowing costs are charged to the profit
and loss account in the year in which they are
incurred.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

(q) Segment reporting

In accordance with the Group’s internal financial
reporting, the Group has determined that business
segments be presented as the primary reporting
format and geographical as the secondary reporting
format.

Unallocated costs represent corporate expenses.
Segment assets consist primarily of intangible assets
except goodwill arising on investments in associates,
fixed assets, investments in securities, receivables
and operating cash and exclude items such as
deferred tax assets, investments in associates and
jointly controlled entity. Segment liabilities comprise
operating liabilities and exclude items such as
provision for taxation and certain corporate
borrowings. Capital expenditure comprises additions
to intangible assets and fixed assets, including
additions resulting from acquisitions through
purchases of subsidiaries. In respect of geographical
segment reporting, revenues are based on the
country in which the operating activities are carried
out. Segment assets and capital expenditure are
based on where the assets are located.

(r) Off-balance sheet financial instruments

Off-balance sheet financial instruments arise from
swaps, options and futures contracts transactions
undertaken by the Group in the equity markets for
trading purpose.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(r)

Off-balance sheet financial instruments

(Continued)

Transactions undertaken for trading purposes are
marked to market at fair value. For exchange traded
contracts, fair value is based on quoted market
prices. For non-exchange traded contracts, fair value
is based on dealer quotes, pricing models or quoted
prices for instruments with similar characteristics.
The gain or loss arising from change in fair value is
recognised in the profit and loss account as “Net
gain/(loss) from equity derivatives”.

Fair value assets/liabilities arising from marking to
market trading equity derivatives are included in
“Debtors, deposits and prepayments” and “Creditors,
deposits received and accrued charges” respectively.

Assets and liabilities arising from derivatives
transactions are netted off only when the Group has
entered into master netting agreements or other
legally enforceable arrangements, which assures
beyond doubts, the Group’s right to insist on
settlement with the same counterparty on a net basis
in all situations of default by the other party or parties
including insolvency of any parties to the contract.

Derivative transactions are not offset unless the
related settlement currencies are the same, or are
denominated in freely convertible currencies for which
quoted exchange rates are available in an active
market.
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3. TURNOVER AND OTHER REVENUES 3.

The Company is an investment holding company and,
through its subsidiaries and associates, is principally
engaged in investment holding and provision of financial
services. Turnover and other revenues recognised during

ERBEME A BA

ARRRREER AR W5 BEHK
BARREBERR REREERR
RUSBIRG -AFEINRZEER
EEM ST

the year are as follows:

Turnover B
Net realised gain/(loss) on disposal HEXSRECZER
of trading investments Flss, (BK)
— trading securities —RGEH
— equity derivatives —KRETETA
Net unrealised gain/(loss) on RHGTWEZRER
trading investments Fl e (B R)
— trading securities —RHBEH
— equity derivatives —KRETETA
Interest income B A
- bank deposits —RITERK
— advances to customers —BPEX
- others —Hfth
Dividend income g B A
- listed investments —EmiE
— unlisted investments —JELETKE
Gross rental income from investment REREMEMES
properties B A

Brokerage commission and service income

R e ERS R A

Other revenues Hg e A

Net gain on disposal of non-trading HEHFIFESHZ
securities el

Recovery of doubtful debts previously 5] 8 DA Bl F [E R BR ZE{H
written off

Gain on disposal of an associate

Gain on disposal of fixed assets
Compensation from legal claim (note 29(a))
Exchange gain, net

Others

Total revenues

HE B A B R R
& B E B E RS
FEAREE (K7 7+29(a))
PEH W F 5

HAb

U A

2003 2002
—EE=F —EE-F
HK$°000 HK$’000
EBYET T BT T

48,027 (48,981)
6,119 5,271

56,275 (55,023)
4,381 =
3,144 10,010
14,116 11,280
7,797 3,419
52,062 8,189
490 3,658

1,659 1,916
112,630 58,601

3806700 | (1,660)
70,933 56,933

130 1,046

= 25,805

1,872 =
2,241 =

= 6,410

107 1,213

________ 75,283 91,407
381,983 89,747
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OPERATING PROFIT/(LOSS) 4. RERBRF(FE)
Operating profit/(loss) is stated after charging the following: ERRN (B5ER) BB TIEE
2003 2002
—EBE=F —EEF
HK$’000 HK$’000
BETT BT T
Depreciation on owned assets EEBETEEETE 4,739 6,523
Loss on disposal of fixed assets TEBETEEERIE - 414
Revaluation deficit on fixed assets EHETEERE 4,759 20,545
Amortisation of goodwill EESE §v 13,200 13,200
Amortisation of trading rights R 5 W o 250 490
Impairment loss on trading rights RS EREREE - 960
Operating lease rentals in respect of TR EELE
rented premises HEHS 2,925 4,709
Operating lease rentals in respect of HBRZEEE
rented equipments HEMES 107 161
Auditors’ remuneration % 26 BN & 1,160 1,160
Provision and write-off of bad and R IR E A R bR
doubtful debts 10,363 7,855
Exchange loss, net b 5 B8 FE 20 =
FINANCE COSTS 5. HMKEH
2003 2002
—EBE=F —EE_F
HK$’000 HK$’000
BT T BT T
Interest expenses on bank loans RITERZFE 1,002 3,919
Interest expenses to ultimate holding TR ARIE R
company (note 26(a)) R B (K iF26(a) 6,021 9,897
7,023 13,816
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EMOLUMENTS

(a) Directors’ emoluments

DIRECTORS’ AND FIVE HIGHEST PAID INDIVIDUALS’

Details of directors’ emoluments pursuant to Section

161 of the Hong Kong Companies Ordinance are

set out below:

Fees for executive directors
Fees for non-executive directors
Other emoluments for executive
directors
— Basic salaries and
allowances
— Bonus
— Benefits in kind (i)

HITEZEHS
FNTESEHES
HITEEZ
H B &
- HEXHFS
KoEBE
—fE4L

—EWH ()

EERBEMECTEAEHM
£
(a) EEME

KBEBATELIE 161162
ExMeFHWMT:

2003 2002
—EE=F —EE-F
HK$’000 HK$’000
BT T BT
800 756

387 300

4,740 7,398
4,288 1,400

= 74

10,215 9,928
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6. DIRECTORS’ AND FIVE HIGHEST PAID INDIVIDUALS’ 6.
EMOLUMENTS (Continued)
(a) Directors’ emoluments (Continued)
The emoluments of the directors analysed by the
number of directors and emolument ranges were as
follows:
Executive directors HES
— HKS$Nil to HK$1,000,000 — BT E%%1,000,000T
- HK$1,500,001 to HK$2,000,000 — % 1%1,500,0017T £ % %2,000,0007T
- HK$2,000,001 to HK$2,500,000  —&%2,000,0017c £ %% 2,500,0007T
- HK$2,500,001 to HK$3,000,000  —&#2,500,0017c £ %% 3,000,000
- HK$3,000,001 to HK$3,500,000 — % 1%3,000,0017C £ % #3,500,0007T
Non-executive directors FHTES
— HK$Nil to HK$1,000,000 - BBTTE%%1,000,000T

No directors waived the right to receive emoluments
during the year.

The above analysis has taken into account the
aggregate benefits realised by the directors on the
exercise of share options as disclosed in note 6(b)(i)
below.
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1 1
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6. DIRECTORS’ AND FIVE HIGHEST

EMOLUMENTS (Continued)

(b)

Basic salaries and allowances
Bonus
Benefits in kind (i)

Number of directors
Number of employees

Their emoluments were within

HK$1,500,001 to HK$2,000,000
HK$2,000,001 to HK$2,500,000
HK$2,500,001 to HK$3,000,000
HK$3,000,001 to HK$3,500,000

PAID INDIVIDUALS’ 6.

Five highest paid individuals’ emoluments

AEXFHE N
4T
EMF ()

EEAH
BE AR

the following bands:

7 #1,500,0017T 2 % % 2,000,0007T
75 #2,000,0017T 2 7% #2,500,0007T
7% 2,500,0017T 2 7% #3,000,0007T
7 #3,000,0017T 2 /% % 3,500,0007T

EERBEMEZHEBAS N
€ (&)

(hy EREMEZEEBAE

2003 2002

—RR=F —ET-F

HK$’000 HK$’000

BT T BT T

6,381 9,272

6,078 1,500

= 41

12,459 10,813

2003 2002

—BE=F —ET 4

3 4

2 1

5 5

SAHEN AR T

Number of individual

A8

2003 2002
—EE=F —ZE-F
= 3

3 1

2 —

= 1

5 5
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For the year ended 31st December 2003
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6. DIRECTORS’ AND FIVE HIGHEST PAID INDIVIDUALS’ 6. EEREEME2EBAEN
EMOLUMENTS (Continued) € (&)

(b) Five highest paid individuals’ emoluments (b)
(Continued)

During the year, no emoluments were paid to the
five highest paid individuals (including directors and
employees) as an inducement to join the Group or
as compensation for loss of office.

(i) Benefits in kind includes the difference between
the market price of the Company’s shares and the
exercise price of share options granted to the
directors or employees at the date of exercise of
those options irrespective of whether the resulting
shares were sold or retained by the directors. No
share options were exercised by directors and
employees in 2003. The difference of approximately
HK$74,000 in 2002 does not affect the results of
operations of the Group. Refer to note 25 to the
accounts for details of options granted and
exercised during the year.

EEMEzEEAR (B)

RAFE RRMENABA

T (BREFIEER) ARG

BB & 30 B HE RS E A

RAMEH G REBEBLRN

BB

(i BV e R ERREE
1 B AIBIREEZE KA
TTIEEF LA AR ETEAY
EB BT ERFHRE
REHEERRBEFHN
RE-R_FFE=F EBF
KA B K 17 (& £ 4] 38 iR
B-R-EE_F ZEH
#78 #74,000 7T T/ B 1E
L B A A R o B
RAFRR M RITEB
BHFIEFSAKEH

#25°
7.  STAFF COSTS 7. BIEA
2003 2002
—EB2=F —RE_F
HK$’000 HK$’000
BYE T T BT T
Salaries and allowances BT & M oEEL 54,697 42,009
Staff welfare and insurance BTRM RRE 2,866 2,868
Staff training and recruitment B ITEI RIBE 381 1,112
Pension costs — mandatory provident R — 2B e

fund and defined contribution plans KR EHREE 1,030 950
58,974 46,939

Staff costs include directors’ remuneration (note 6). ETERABREEEMSE (WH5E6) -
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8. TAXATION (CHARGE)/CREDIT

In 2003, the Hong Kong Government enacted a change in
the profits tax rate from 16% to 17.5% for the fiscal year
2003/2004. Hong Kong profits tax has been provided at
the rate of 17.5% (2002: 16%) on the estimated assessable
profit for the year. Taxation on overseas profits has been
calculated on the estimated assessable profit for the year
at the rates of taxation prevailing in the countries in which

the Group operates.

The amount of taxation (charged)/credited to the
consolidated profit and loss account represents:

Company and subsidiaries

Current taxation
— Hong Kong profits tax
— Overseas taxation
— Write-back of over provision in
respect of prior years
Deferred taxation
— Deferred taxation relating to the
origination and reversal of
temporary differences
— Deferred taxation credit resulting
from an increase in tax rate

Share of taxation attributable to
associates
— Current taxation
— Deferred taxation (charge)/credit

Taxation (charge)/credit

NG = NG

A
—BENEHR
—BIMRIR
— OB AR FE

Zat R 2 (R BR

BT IR

—REMBERER
B EE A I [o] B¢

— 3 3 R TE B R 38 A0
EL s

EIEBE R RlZ
BiIR
— NEBIR
—EETR IR
(BR) /W

HIE(BER) &

BiE(BA) W&

—EE=F FEBERABE_EE=/
—ETNFHREEHMBHEET X
H16%IEEE17.5% ° BHEFIESE T
BAFEZ G ERHEARFIZ17.5%
(BT —F:16%) EHEEHE B
SNEF 2 R AR BANE E AT E
RHABMNKEELEEBE 2R
IR ERFE-

EHRARRRIHE (BA)
m

2003 2002
—BB=F —TECF
HK$’000 HK$’000
BT T BT T
(Restated)

(E31)

(20,456) (16)

- (581)

218 51

2,805 853

684 -

,,,,,,, (16,749) .
(6,944) (6,862)
(73,203) 400,316
,,,,,,, (80,147) o Seeas
(96,896) 393,761
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For the year ended 31st December 2003

oS

8.

CEF=F 1A=t —ALEE

TAXATION (CHARGE)/CREDIT (Continued) 8.

The adoption of the newly revised SSAP 12 “Income taxes”
resulting in comparative figures in respect of taxation being

restated by a net decrease in taxation credit of
approximately of HK$126,000 representing an increase in
deferred taxation credit of the Group of approximately
HK$853,000 and share of an associate’s increase of
deferred tax charge of approximately HK$979,000.

The taxation on the Group’s profit/(loss) before taxation
differs from the theoretical amount that would arise using
the taxation rate of the Hong Kong profits tax rate as

follows:

Profit/(loss) before taxation

Calculated at a taxation rate of 17.5%
(2002: 16%)

Income not subject to taxation

Expenses not deductible for taxation
purposes

Utilisation of previously unrecognised
tax losses

Recognition of previously unrecognised
tax losses

Tax effect of tax losses and other
deductible temporary differences
not recognised

Increase in opening net deferred tax
assets resulting from an increase in
tax rate

Effect of different tax rates of overseas
subsidiaries and associates

Taxation charge/(credit)

BRERAF S (EE)
BRI EAT7.5%
BT F16%)
ﬁ“ZWﬁ
TT?D%RZE&

158 F3 LA BT R B 732
ZHiE

FER AR FE KA HER

ZBiE
RERZRBREAM
RUER 2 F] R E By
ERNTBEZE
BERBELE 28
BT IR E E T
GoRepl
BN B 2 7]
ik,—é/’\j%ﬂ %ﬁ

HMEEM, (Ka)

BE(BA) W& (&)

HREAEEE

AT AR

EFRPANEE
2 B W g

AR A HEMmZ &
E125% [PT1S %L

=R N R EUR
DTH%E%WJEEHWX@\

R 58 126,000 (AR AEE 2
I JE 7 T8 i 25 3 00 49 78 5 853,0007T
PREREBE AT 2HEERE MY

#1979, 0007T) °

AEBERBA AN, (BR) 2HE-

RREANGHENANERTE
ZERMT:

2003 2002

—RE=F —RE_F

HK$’000 HK$’000

BT T BT T

320,430 (1,387,309)

56,075 (221,969)

(39,104) (24,921)

35,619 12,384

(760) (375)

(13,051) _

6,558 20,878

(684) _

52,243 (179,758)

96,896 (393,761)

KA
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For the year ended 31st December 2003
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9.

10.

11.

PROFIT/(LOSS) ATTRIBUTABLE TO SHAREHOLDERS 9.
The profit/(loss) attributable to shareholders includes a net
profit of approximately HK$34,336,000 (2002: net loss of
approximately HK$51,062,000) which has been dealt with
in the accounts of the Company.
DIVIDENDS 10.
Dividend declared before the balance REEE BRI AR E
sheets date
— Interim dividend, of HK$0.01 —HHRE:
(2002: HK$Nil) per ordinary share FRRAEA
(ZETF:

Dividend proposed after the balance
sheets date

— Final dividend, of HK$0.033 — REARE B
(2002: HK$Nil) per ordinary share 78 # 3. 311l

(Z2T=F:2(l)

The directors proposed a final dividend of HK$0.033 per
ordinary share (2002: HK$Nil per share). The proposed
dividends are not reflected as dividends payable in the
accounts, but as a separate component of the shareholders’
funds for the year ended 31st December 20083.

EARNINGS/(LOSS) PER SHARE

The calculation of basic earnings/(loss) per share for the
year is based on the earnings attributable to shareholders
of approximately HK$223,713,000 (2002, restated: loss
attributable to shareholders of approximately
HK$993,548,000) divided by the weighted average number
of ordinary shares outstanding during the year of
1,5663,350,712 shares (2002: 1,5683,259,972 shares).

REBEEHREZZRE

11.

=

BRREGERR (BB

FARDNFERE ZREEGEFEF
%) 75 #5.34,336,00070 (Z BT —
R B 18 4978 % 51,062,0007T ) °

Bi/%,\
2003 2002
—BB=F —TE_F
HK$°000 HK$’000
BETF T BT
i) 15,634 =
51,591 =
67,225 =

EESMERRESRBMEI K
BRE(ZEZ_F :TL) - %ZERE
EHE-_ZZE=F+=-A=1+—H
LEIR B R R B EA RS T2
BREESHEP —EHERID -

BREFN (BE)

BREXRBF (EE) RKRREMN
B F 478 #223,713,0007T (—ZEE
ZFE: EE A 993,548,000
7T) RARFEANB BITRMD 2 METFH
AE881,563,350,712/% (Z BT — 4
1,563,259,9720%) 5T & -
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11.

EARNINGS/(LOSS) PER SHARE (Continued)

The calculation of diluted earnings/(loss) per share is based
on the profit/(loss) for the year attributable to shareholders
after adjusting for the number of dilutive potential ordinary
shares under the share option schemes.

Diluted earnings per share for the year ended 31st
December 2003 is based on the adjusted weighted average
number of shares outstanding during the year of
1,5665,391,333 shares (2002: 1,563,259,972 shares).

The diluted loss per share for the year ended 31st December

2002 is the same as the basic loss per share, as all potential
ordinary shares are anti-dilutive.

Reconciliation of the number of ordinary shares for
calculation of basic and diluted earnings/(loss) per share:

Computation of adjusted weighted

average number of shares Mt &
Weighted average number of shares in issue A A & %17 17
during the year ik REcl et
Number of shares that would have been BRBFARITEZ
issued if the outstanding share options BRI ITE M
were exercised during the year BT 2R M

Adjusted weighted average number of shares

11.

AEEMEFIRE

BEENETHRY

BRER (BB (&)

BRESRN (BR) RABRK
REMEFRT, (BR) RERET
EREEMEEAEEEEERN
Z DN B BE E

HE_2Z=F+-_A=+—81
FENERBIEATN REHTRH
2 hNHE F 15 1,565,391,3330% (—
TE — 4 :1,563,259,0728% ) & -

HE_ZTZ-_F+-A=+—HI
FEMNEREIBFEEERELRE
BHER BB BEENETRRAEAR
ez

BREAREBERATN, (BE) T
BRETIEEE:

2003 2002
—g%=%

A
A
||
_FR

1,563,350,712

2,040,621

1,663,259,972

N/AT i

1,565,391,333

1,663,259,972
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12. FIXED ASSETS 12. BEEEE

Consolidated

e

Furniture,

fixtures,

Leasehold Leasehold equipment

land and improve- and motor

buildings  Investment ments vehicles
HELH  properties HENY KRE-£B. Total
REE RENE £ RERKE &t

HK$’000 HK$’000 HK$'000 HK$'000 HK$'000
BETIT BETIT EETTT BETTT BETTT

Cost or valuation RAD G E
Beginning of year FHIEE 55,441 36,975 9,370 35,345 137,131
Additions NE 16,270 - 368 1,541 18,179
Disposal HE (1,910) (6,600) - - (8,510)
Deficit on revaluation EERE (4,371) (1,630) = = (6,001)
el el FARBE 65430 28745 £ I
The analysis of cost or KA E
valuation is as follows: DT :
At cost BN 15,818 - 9,738 36,886 61,937
At professional valuation EEMAE 50,117 28,745 = = 78,862
5540 28745 S 9,738 96886 140,799
Accumulated depreciation ZEEIFERFE
and impairment
Beginning of year FNAE = = 7,472 28,881 36,353
Charge for the year AEEFTIR 1,276 = 877 2,586 4,739
Write-back on disposal & By ] 3 (34) - = = (34)
Write-back on revaluation  {h By [ 4 (1,242) = - - (1,242)
End of year FR®HE - - 8,349 31467 39,816
Net book value REFEE
End of year FRHE 65,430 28,745 1,389 5,419 100,983

Beginning of year FHIRE 55,441 36,975 1,898 6,464 100,778
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12. FIXED ASSETS (Continued) 12. BEEEE (&)
Company
AN
Furniture,

fixtures and

equipment Motor
HKE-#KE vehicles Total
R®E RE &t
HK$’000 HK$’000 HK$’000

BT T BT IT BT T

Cost AR
Beginning and end of year FY N FRGE 1,843 884 2,727

Accumulated depreciation Z2RITE

Beginning of year F AR 1,700 838 2,538

Charge for the year NEFEFHR 143 46 189

End of year FReEEE 1843 884 2,727
Net book value RERE

End of year FREARE - - -

Beginning of year F AR 143 46 189
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FIXED ASSETS (Continued)

The analysis of net book value of leasehold land and
buildings and investment properties is as follows:

12.

BE&E (&)

MELHWEFEERRENENER
FEINWT:

Consolidated

)
Leasehold land Investment
and buildings properties
HELWREE REME
2003 2002 2003 2002
—28=§f —TT-F ZBBZF —TT_F
HK$°000 HK$°000 HK$°000 HK$°000
BT T BT T BT T BT T
Held in Hong Kong REBNIHREE
- on long lease - UREEARE
(over 50 years) (BBRETF) 42,413 46,831 5,586 6,168
- on medium lease — LA EBEORFE
(10 to 50 years) (TZ2R+%) 6,780 6,700 16,742 24,390
Held outside Hong Kong RBEBLAING T30 % B B
- on long lease - UREHEAOFE
(over 50 years) (BBRETF) 16,237 1,910 6,417 6,417
65,430 55,441 28,745 36,975

The Group’s leasehold land and buildings (except as noted
in the following paragraph) and investment properties in
Hong Kong and Mainland China as at 31st December 2003
were appraised by Messrs. S.H. Ng & Co. Ltd., an
independent professional valuer in Hong Kong. The
investment properties of the Group in Malaysia as at 31st
December 2003 were appraised by Messrs. Colliers, Jordan
Lee & Jaafar Sdn. Bhd., independent professional valuers
in Malaysia. These properties were appraised on an open
market basis and are carried in the balance sheet at market
value.

The newly acquired leasehold land and buildings in 2nd
half of year 2003 of HK$15,313,000 (2002: HK$Nil) were
stated at acquisition costs instead of market value as at
31st December 2003 and such properties will be subject
to appraisal in 2004. The directors are of the opinion the
carrying amount of such properties approximated market
value at 31st December 2003.

AEERBTERPEAEZHEL
Hh R BB E (Br ToIAT) IR EY X
HEBN B L EETMHAIS.H. Ng &
Co. ldiEZ =TT =F+=-_RA=+—
HeBEER RERALZEREY
FABRBRA TN B EXTEHAD
Messrs. Colliers, Jordan Lee &
Jaafar Sdn. Bnd. 2 —EZ=F + =
A=+—BzEBEEMR -ELWES
NAFMEE[RLATEAR:.

RZZEZE=FETELFEBAZAE
TR REE AR KEES
15,313,000t (ZEZ —F : B =Z
L)Y MFE—ZTZT=F+ -/ =
+—BEmBEAE-EEMREEE
TEE=F+_A=+-—BZEER
EEBEEMERES-
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12.  FIXED ASSETS (Continued) 12.

As at year end, had the leasehold land and buildings been
carried at cost less accumulated depreciation and
impairment losses, their carrying amount would have been
approximately HK$65,430,000 (2002: approximately
HK$55,441,000).

Investment properties of approximately HK$20,587,000
(2002: approximately HK$28,939,000) of the Group are
rented out under operating leases, of which approximately
HK$5,587,000 (2002: approximately HK$6,169,000) are
rented to an associate and approximately HK$3,200,000
(2002: approximately HK$3,700,000) are rented to the
ultimate holding company.

13. INVESTMENTS IN SUBSIDIARIES AND BALANCES WITH  13.

SUBSIDIARIES
(a) Investments in subsidiaries
Investments, at cost WE R AE:
Unlisted shares IEEmR D
Less: provision for impairment R E R ERE

in value

The directors are of the opinion that the underlying
value of the subsidiaries is not less than their carrying
value at 31st December 2008.

BEEE (&)

RER BHREECHELHREE
ENEEERBEAKNKRRENE
RE2FREBXAYNE MEREERE
#4775 #65,430,0000T (—ZTZ —F:
#) 7 ¥ 55,441 ,0007T) °

NEEEEL B #20,587,0007T (=
T T — F: 498 #28,939,0007T) Z
BREYEEREBELERHBL Ko
#78%5,587,0007 (Z 2T = F : 4
75 6,169,0007T) B H 82 — [ B
&N A 47 #3,200,000T (= F
%—E'i@%‘ﬁ%s 700,0007‘5) [mEpE!
? HJ'L/‘\

/EE

MEARRERENBATANGE
R B K

(a) HEBLIARE

2003 2002
—EE=F —EE-F
HK$’000 HK$’000
EBYE T T BT T
1,523,120 1,620,658
(2,000) (92,412)
1,521,120 1,528,246
EEMRAENBARMNERE

Y TERE-_FTT=F+_
A=+—HNKHEEE
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13. INVESTMENTS IN SUBSIDIARIES AND BALANCES WITH
SUBSIDIARIES (Continued)

(a) Investments in subsidiaries (Continued)

As at 31st December 2003, particulars of the
principal subsidiaries of the Company are as follows:

Place of
incorporation/
operation
and kind of
legal entity Class of
Name of subsidiary g/ EEny shares
WELEEHE REEMM R85
CEL Venture Capital The PRC, wholly Not applicable
(Shenzhen) Limited foreign owned TER
KREREERE (R enterprise
ERDA hENEBERE
CEL Management Services Hong Kong Ordinary
Limited Bk LER
KAERERBBERAF
CEL (Secretaries) Limited Hong Kong Ordinary
HRER (WE) ERDF B TRk
China Everbright Assets Hong Kong Ordinary
Management Limited Bk Lak
HEXAEEERERAA
China Everbright Capital Hong Kong Ordinary
Limited Bk LAk
HEXABEERAR
China Everbright Finance Hong Kong Ordinary
Limited Bk LER

REXAGBERAT

13. MEBARRERENBARNE
AR (&)

(a)

Particulars of
issued share
capital
2B
RAEE

HK$50,000,000
7 %50,000,0007T

HK$2

b Vo

HK$2
BT

HK$1,000,000
7 %1,000,0007T

HK$100,000

7 %100,0007T

HK$100,000,000
7 %100,000,0007T

MELRKRE (B)

ARRR-ZZEE=F+_A
St HEATIEZEWNE

NGIE

Percentage
of equity
interest held
N
fiftBA  Principal activities
EzEok TEBEE

100%  Provision of investment
advisory services and
investment holding

REREBRRER
REER

100% Provision of
management services

REER RS

100% Provision of
secretarial services

REWE RS

100%#  Investment
RE&

100%# Provision of corporate
finance and investment
advisory services

RECEXBER
REBR RSB

100%# Money lending
BARES
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13. INVESTMENTS IN SUBSIDIARIES AND BALANCES WITH

SUBSIDIARIES (Continued)

(a) Investments in subsidiaries (Continued)
Place of
incorporation/
operation
and kind of
legal entity Class of
Name of subsidiary g2/ EEny shares
WELEEHE REEMM ROER
China Everbright Financial Hong Kong Ordinary
Holdings Limited o Lak
HEXAGRERER A Non-voting
deferred shares
ERZRELRD
China Everbright Financial Hong Kong Ordinary
Investments Limited o Lak
FEXAHBREFRAR
China Everbright Forex Limited ~ Hong Kong Ordinary
REXAIMEFRAF BE EFL
China Everbright Forex & Hong Kong Ordinary
Futures (HK) Limited B LER
(previously known as China
Everbright Futures Limited)
RE X AIME BE ()
AR AR (BB [HELK
HEERRAR])
China Everbright Insurance Hong Kong Ordinary
Agency Limited B LER
FEEARBREERAR
China Everbright Insurance Hong Kong Ordinary
Brokers Limited Bk gl
HEEARBERERAR
China Everbright Research Hong Kong Ordinary
Limited Bk LER

FEEAERARERAR

13.

HRER (1)

(a)

Particulars of
issued share
capital
2B
RAEE

HK$100

BE1007T
HK$200,000,000

7 %200,000,0007T

HK$2
BT

HK$38,000,000

7 %238,000,0007T

HK$35,000,000
7% %235,000,0007T

HKS$2
BT

HK$500,000
7 %500,0007T

HK$5,500,000
7 %5,500,0007T

MEARRERENBATANGE

MELRKRE (B)

Percentage
of equity
interest held
N

Fiih &%
EEEDH

100% #

100% #

100% #

100% #

100%

100%

100% #

Principal activities

TEXR

Investment holding
REER

Investment

RE

Provision of leveraged
foreign exchange
trading services

REERANER S
R

Provision of futures
brokerage and
leveraged foreign
exchange trading
services

REHELERERA
HME R 5 R 1%

Provision of insurance
agency services

R RIBAE RS

Provision of insurance
brokerage services
RERBELRS

Investment research
BREME

=
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MEARRERENBARANGE
HRER (1)

13. INVESTMENTS IN SUBSIDIARIES AND BALANCES WITH  13.
SUBSIDIARIES (Continued)

e

(a) Investments in subsidiaries (Continued) (a) KMEBELARARE (&)
Place of
incorporation/ Percentage
operation Particulars of of equity
and kind of issued share interest held
legal entity Class of capital VNG|
Name of subsidiary g2/ EEny shares BT FiitE4&  Principal activities
WELEEHE REEH N ROER RAEE EREAL FEER
China Everbright Securities Hong Kong Ordinary ~ HK$100,000,000 100%#  Provision of stock
(HK) Limited Bk L@k %%100,000,0007 brokerage services
hEXKES (BE)FRAA RE{EEFELRE
China Everbright Securities Hong Kong Ordinary HK$2 100%#  Provision of
(Nominees) Limited o LER BT nominee services
REXAES (REA) RERE AR
ERDA
China Everbright Strategic British Virgin Islands Ordinary Uss$2 100%  Investment
Holdings Limited REERES Lidik 2%TT RE
Dial Eight Investments Limited ~ British Virgin Islands Ordinary US$1 100%#  Investment in
EBHERES LEk 1% telecommunication
business
REBAEHK
Double Fortune Assets Limited ~ Hong Kong Ordinary HK$2 100%#  Investment
EEEERRRA BE EBHR BT k&
Haiford Company Limited Hong Kong Ordinary HK$2 100%#  Property investment
MEARAA BE EFL B2 NERE
Hairich Enterprises Limited Hong Kong Ordinary HK$10,000 100%#  Property investment
B LER %1%10,0007C S E
IHD (Malaysia) Sdn. Bhd.* Malaysia Ordinary M$25,000 100%  Investment holding
SRED gl 25,0005 1T BRERK
Janco Development Limited Hong Kong Ordinary HK$2 100%  Property investment
ERERERAA B Lak BT NERE
Land City Company Limited Hong Kong Ordinary HK$2 100%  Property investment
EEERAA BE ERR BT NERE
Mindson Investment Limited* British Virgin Islands Ordinary USS$1 100%#  Investment
REARES Rl 1% k&
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MEARRERENBATANGE
HRER (1)

13. INVESTMENTS IN SUBSIDIARIES AND BALANCES WITH  13.
SUBSIDIARIES (Continued)

(a) Investments in subsidiaries (Continued) (a) KMEBELARARE (&)
Place of
incorporation/ Percentage
operation Particulars of of equity
and kind of issued share interest held
legal entity Class of capital VNG|
Name of subsidiary g2/ EEny shares BT FiitE4&  Principal activities
WELEEHE REEH N R85 RAEE EREo TR
Mutiplus (Warehouse) Limited Hong Kong Ordinary HK$2 100%  Property investment
Rt (HR)ERAA BiE gl ik Vo ESE:
Poseidon Treasure Limited Hong Kong Ordinary HK$2 100%*  Provision of debt
o LER BT recovery services
REREBNRS
Solidpole Limited Hong Kong Ordinary HK$2 100%  Investment holding
EBRERAA B gl BB REER
SeaBright Asset Management Hong Kong Ordinary HK$1,000,000 65%  Asset management
Limited Bk E@ER  7E%1,000,000 EEER
KRBEEEERBRAA
Tankey Management Services Hong Kong Ordinary HK$20 100%  Property investment
Limited Bk LER 0T MERE
BEFRAA
Tendai Limited Hong Kong Ordinary HK$2 100%  Investment in
ARERAH o LTER BT banking operations
Non-voting  HK$445,000,000 RERTES
deferred shares 7 # 445,000,0007T
EREEETRH
Trycom Management Limited British Virgin Islands Ordinary US$1 100%  Investment
REERES gl e k&
Well Logic Investment Limited Hong Kong Ordinary HK$2 100%*  Property investment
BRREERAA BE LAk ik Vo NERE
RIT N ERERA The PRC, domestic Not applicable RMB1,000,000 95%*  Provision of
BRDR enterprise @A AR™1,000,0007T consultancy services
hE RERE R4 EE PR TS

A
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oS

13.

CEF=F 1A=t —ALEE

INVESTMENTS IN SUBSIDIARIES AND BALANCES WITH

(a)

(b)

(c)

SUBSIDIARIES (Continued)

Investments in subsidiaries (Continued)
W Subsidiaries held indirectly.

Subsidiaries not audited by PricewaterhouseCoopers.
The aggregate net assets of subsidiaries not audited
by PricewaterhouseCoopers is less than 1% of the
Group’s total assets.

Amounts due from subsidiaries

Amounts due from subsidiaries, except for an amount
of approximately HK$571,548,000 (2002:
HK$381,022,000) which bears interest at an average
of 0.08625% per annum (2002: average of 0.325%
per annum) and a subordinated loan of
HK$50,000,000 (2002: HK$NIl) which is repayable
in 2005, are unsecured, interest free and have no
fixed terms of repayment.

Amounts due to subsidiaries

Amounts due to subsidiaries are unsecured, interest
free and have no fixed terms of repayment.

MEARRERENBATANGE
HRER (1)

(a)

(b)

(c)

MELRKRE (B)
! &5 H 2 &2 A

. FEREE KB B G F
BHRERZHE R Al F
AEE R K E B A D F T
FrERAIHE R A2 FE
EEEXERBEELR
1%°

FE e Y 1B A B KR

FE YR BT /B8 R R FRIE - B 40 B I
571,548,0007T (=TT = F:
#4975 1 381,022,0007T ) T #%
15 4F B.0.03625% 1 B (=
TR -F:FPF E0.325%)
Hh R ,%m%50000000n;«_
ST F |) JBREBRK P

:%E%Eﬁiﬂ,ﬁﬂ'i@ﬁ?ﬁﬁ‘
mAEREEATEEEALS-

ERAKELQTARE

F& W B 8 1~ B R IR 19 B ZA AT
BoEEAMMEREEEAR
5
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14.

INVESTMENTS IN ASSOCIATES AND AMOUNT DUE
TO AN ASSOCIATE

Investments in associates:

Investments, at cost
Unlisted shares in
- Hong Kong
- Overseas

Listed shares in Hong Kong

Share of post-acquisition
reserves

Provision for impairment
charged against
investment costs

Provision for impairment
charged against
goodwill reserve (Note)

Premium on acquisition

Quoted market value of
listed shares

14.

BEARAREREMNBE QAR

|

(a) HKEATIRE:

Consolidated Company
=E YN
2003 2002 2003 2002
—BB=F _FTT-F —BE=F CTT_F
HK$°000 HK$°000 HK$°000 HK$’000
BY¥TTT BT BY¥T T BT T
(Restated)
(E5))
%E R AE:
FEETRMD
- &% 40,458 40,458 40,390 40,390
— g4 5,500,755 5,500,755 3,751,184 3,751,184
BB LMK, 904,411 904,411 = =
JE 15 Wi B 18 1

(184,095) (251,746) = =
6,261,529 6193878 3,791,574 3,791,574

BERARELEE
(165,548) (165,548) (40,931) (40,931)

HEFEREER

(Kiat)

(119,118) = = =
_(284,666)  (165548) (40,931) (40,981)
e i (B (3,710,943)  (3.830061) - -
2,265,920 2,198,269 3,750,643 3,750,643

EmARRGME
860,365 591,941 = =




e CHINA EVERBRIGHT LIMITED B EKEERARA A

NOTES TO THE ACCOUNTS (Continued)

R OE M & (8)

For the year ended 31st December 2003
HE-_ZZE=F+-A=+—HIFE

14. INVESTMENTS IN ASSOCIATES AND AMOUNT DUE TO
AN ASSOCIATE (Continued)

(a) Investments in associates: (Continued)

Note: In consideration of the general offer made by an
independent third party in the 3rd quarter of 2003
on all International Bank of Asia Limited (“IBA”)
shares, the directors have performed a review of
the carrying value of IBA. Based on this valuation,
the directors consider it appropriate to provide for
an impairment loss of HK$119,118,000 against the
premium on acquisition recorded as goodwill
reserve as at 31st December 2003.

The directors are of the opinion that the underlying
value of the associates is not less than the carrying
amount of the associates at 31st December 2003.

(b) As at 31st December 2003, particulars of the
principal associates of the Group are as follows:

14. BEQAFRERENBE QAT

] (%)

(a) MEADRE: (&)

EE

ZREBEBABRRITER
AR ([BEEET])R=
TE=FHE=F WHY
FE-EHREZEMKE E
EMBBEREEETS
FORBEHHEEESMR
AEHE-_TT=F+—-A
=t+t—HIEEERES
B MREHBSOBE
119,118,0007T I 8 ¥ 73
EEZHEFEREAZ
L B O (B

EEMRRBERTNER
ATER —_TE=F+_AH

=+-—

HRBREE-

(b) ATEER-ZZT=F+=A8

=+-

mE:

A-EEBREQTER

Percentage of equity
interest held

Place of KARFEER
Incorporation/ BBl
Name of associate operation Principal activities Directly Indirectly
BREQARER M e TEEE BE# )
China Everbright Bank Company The PRC Banking operations 21.39% =
Limited (“Everbright Bank”) H RITET
B RRITIRID B R 2 F]
(TFREIT])
Everbright Securities Company The PRC Securities operations - 49%
Limited (“Everbright Securities”) () BHEK
KRAEFBREERA
(THRRFEH]) ()
International Bank of Asia Limited Hong Kong Banking operations = 20%
(“IBA”) (ii)(iii) BA RITEH

BEERRITERA A
(TBERTD) (ii)iii)
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For the year ended 31st December 2003
HE-_ZZE=F+-A=+—HIFE

14.  INVESTMENTS IN ASSOCIATES AND AMOUNT DUETO 14. B2 AFRERENHEEATR
AN ASSOCIATE (Continued) | (&)
(i) The Group entered into a promoters agreement in (i) AEFR = ?%@Efﬁ:ﬁ
respect of Everbright Securities on 27th February ZFEHEFE—HBRE
2004, which may result in a dilution of the Group’s 7%555%5’75"‘;’&5/\ higo=
shareholding in Everbright Securities from 49% to KEE B H 2 KA AR
45.46%. The details of such transaction are set WA BE 1 49% # B =
out in note 33 to the accounts. 45.46% ° B L 5.2
FIEE R B K17#33 o
(ii) On 8th March 2004, the Group disposed its entire (ii) FEFER-—FZFHF=A
20% equity interest in IBA at HK$3.68 per share. NAHE TEFH20%8K
On the completion of the transaction, IBA has B EEIRTTZ 2R
ceased to be an associate of the Group. 1 BEEEREREE
3.687C TTHHER G
BRETETBEAER
ZHEE DA
(iii) Associate not audited by PricewaterhouseCoopers. (iii) FEAE B TR B AR E
BHERZHE DA
(c)  Supplementary financial information of principal (c) FEHEQNTZRAULKE
associates is as follows: BT
China Everbright
Everbright Bank Securities IBA
KRBT *KGE BERT
For the year For the year For the year
ended ended ended
31st December 31st December 31st December
2003 2003 2003
BE-ZT=F BE-ZEZ=HF a&:g;zi
+=ZA=t-8B +=ZA=+-B +ZA=+-—
LEE LEE iﬁE
RMB’000 RMB’000 HK$’000
ARBTF T ARBTF T BT
Profit and loss account BE#HX
Turnover BEH 12,730,748 580,064 947,786
Profit/(loss) before taxation BrEiRTZ&F,/ (E518) 1,335,034 (132,585) 149,717
Current taxation expense AN 18 - (8,278) (15,612)
Deferred taxation EEFE (BA) /s
(charge)/credit (294,951) (81,528) 4,033
Profit/(loss) attributable to ~ B EEE AR/ ()
shareholders 1,040,083 (172,391) 138,138

[ ot |
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14. INVESTMENTS IN ASSOCIATES AND AMOUNT DUETO 14. HEEATRENRENHBEEATR
AN ASSOCIATE (Continued) B (&)
(d) Amount due to an associate (d) ENBEEQITRE
The amount due to an associate is unsecured, JE {5 Bt & X Rl SRIA Y9 B R
interest free and has no fixed terms of repayment. W 2ERERTEEERD-
15. INVESTMENT IN JOINTLY CONTROLLED ENTITY 15. HEEFIERER
Consolidated
wme
2003 2002
—EE=F —TET_F
HK$’000 HK$’000
BYE T T BT T
Investment, at cost &R A
Unlisted shares JE LT AR D 457 457
Share of post-acquisition reserves FEAG W B8 1% 4 1,782 1,782
Share of net assets JE(EFEE 2,239 2,239
The jointly controlled entity is under liquidation where the HEEHEEFETER - AE IEA
Group’s share of its net assets is stated at the carrying HAZHEBELFEER-_ZZ
amount as at 31st December 2000. The directors are of ’—;’TEWL_H = +t—H/EEELRER-
the opinion that the underlying value of the investment in EEMRALREHERE CIREE
jointly controlled entity is not less than its carrying amount BYNMEREEZZEZT=F+_A
at 31st December 2003. —t+—HHEEEE
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15. INVESTMENT IN JOINTLY CONTROLLED ENTITY 15 HEZ4IEEBES (&)
(Continued)
At as 31st December 2003, particulars of the jointly R-BE=F+_A=+—H K&
controlled entity of the Group are as follows: RERESEE 2IRENER WM
—F
Percentage of
Form of Place of Issued and  equity interest
business incorporation  paid up capital indirectly held
Name structure and operation ERTR AXATMEEMME  Principal activity
AEER BERK AMERE Y [HERAEE EXERASL FEEX
China Everbright Industrial Incorporated  Singapore $$200,000 50%  Fund management
Investment Management BN IR 200,000%7 i 3 ¥ (in liquidation)
Pte Ltd. HeER(5RP)
FERATERBERLA
ARDA
16. NON-TRADING SECURITIES 16. ¥RFEH
Consolidated Company
RE A
2003 2002 2003 2002
“¥%=F _—TT_HF CZB¥=F _—TT_F
HK$’000 HK$°000 HK$°000 HK$°000
BT T BEFT BT T HET T
Listed equity securities at FmREFRATE:
fair value:
Listed in Hong Kong REE L™ 1,472,319 1,302,769 1,450 2,750
Listed overseas RgSN £ 26,640 = = =
1,498,959 1,302,769 1,450 2,750
Unlisted equity securities FLEMES 3,432 = - =
1,502,391 1,302,769 1,450 2,750
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16. NON-TRADING SECURITIES (Continued)

The following is a list of the principal non-trading securities
as at 31st December 2003:

16.

EXBEE (B)

R-ZBEZF=F+-_A=t+—H %%
BXZHEXZBAFREZEMNT:

Place of
incorporation/

Effective equity

interest held

Company name operation Principal activities KEBATL
NAEH Egl 35 F TEXEH EXEREIL
China Mobile (Hong Kong) Limited (i) Hong Kong Provision of telecommunication 0.19%
REBE (FB) ERAA() B8 services
REBARE
China Life Insurance Company Hong Kong Provision of life insurance and 0.13%
Limited &5 annuity products
PEASRRRMARRE REASRBRFESER
China Unicom Limited Hong Kong Provision of telecommunication 0.01%
HEIEER D BR A A B services
REBARE
Bank of China (Hong Kong) Limited Hong Kong Banking operations 0.31%
RERTT (BE) BRAA BE RITEH
(i) At 31st December 2003, the carrying amount of interests (i) RZFEFE=FF+=-ZA=+—H"
in China Mobile (Hong Kong) Limited exceeds 10% of total REFTEZE (FE) HFRA A
assets of the Group. HIRREE R AL EEEER
10% -

Non-trading securities of aggregate carrying amount of
approximately HK$120 million (2002: HK$592 million) have
been pledged to secure bank loans and overdraft facilities
of the Company.

Non-trading securities of aggregate carrying amount of
approximately HK$348 million (2002: HK$Nil) have been
pledged as collateral to counterparties for derivatives
transactions entered by the Group.

RBLOBEI12BT (TR _F:8
#5.92(870) 2R FEFENERTT
ER SARREBRRTERREX

FEEENEBEIWBET(ZTEET
FREER) ZHERGEFBEN
ETARSHF 2EBMme
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17. INTANGIBLE ASSETS

Cost R AN
Beginning and end of year F ) RFERBRFR

Accumulated amortisation REt# sy

17. EBEE

Consolidated

o)
Goodwill Trading rights Total
[k RE#E & &t
HK$'000 HK$’000 HK$’000

BB T T BET T EET T

Beginning of year FHEREE
Charge for the year PN
End of year FREREE
Net book value IRTERE
End of year FREREE
Beginning of year FHEREE

182000 245 134,450
16,500 1,450 17,950
13,200 250 13,450
29,700 1,700 31,400

102,300 750 103,050
115,500 1,000 116,500

Goodwill, which arose from acquisition of associates, is
amortised over a period of 10 years. Trading rights are
amortised over a period of 5 years.

18. ADVANCES TO CUSTOMERS

Amounts due from margin clients FTREPEBX
Less: provision for doubtful debts o RERE

Advances to customers are secured by listed securities of
margin clients held as collateral.

FEEEABAEBRWEBRE AR Z
e WiIR+FHREH T HER
FFHA PR 8E -

18. EF{ER

Consolidated

wa
2003 2002
—EE=F —TET_F
HK$°000 HK$'000
BEET T BT T
275,211 115,050
(10,581) (2,503)
264,630 112,547

EFEFRUAREFPKAZLME
R
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BE_TEE=F+_A=+—HIFFE

19. DEBTORS, DEPOSITS AND PREPAYMENTS

Trade receivables, net
Deposits, prepayments and
other receivables

U Z 53 FE
BE BAFR
LSl A

Details of the aging analysis on trade receivables are as

follows:

Within 1 month
Within 1 to 2 months
Within 2 to 3 months
Within 3 to 6 months
Over 6 months

Less: provision for doubtful debts

19. EWERHR - BERFALR
Consolidated Company
=e 27

2003 2002 2003 2002

—EE=f —TT-F CZEE=F —TIT-F

HK$°000 HK$°000 HK$°000 HK$°000

BETF T BT T BETF T BT T

383,768 172,861 = =

197,268 115,167 5,361 11,541

581,036 288,028 5,361 11,541

JE W 2 5 3k A BR Mo
Consolidated
we

2003 2002

—EE=F —EE-F

HK$°000 HK$’000

EBET T BT

—@AUT 382,976 172,163
—Z-{@A 1,058 263
—EZ=@A 615 1,264
=EXMEA 99 168
~E A E 20 3
384,768 173,861
i REREE (1,000) (1,000)
383,768 172,861
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19. DEBTORS, DEPOSITS AND PREPAYMENTS (Continued)

Trade receivables mainly comprised amounts due from the
brokerage clients, brokers and clearing houses. These
receivables are normally due two days after trade date,
and the extension of credit requires management’s approval
on a case-by-case basis. These receivables have excluded
the brokerage client monies maintained in the trust accounts
with Hong Kong Futures Exchange Clearing Corporation
Limited of approximately HK$5 million as at 31st December
2003 (2002: approximately HK$2 million).

20. TRADING SECURITIES

At fair value: nEE:
Debt securities: &5
- listed overseas — /s Em
— unlisted —3ELET
Equity securities: N
— listed in Hong Kong - Wil
- listed overseas — /s Em
— unlisted —3ELET

19.

20.

BWERF -ZREREAMK (E)

BRZGAREEBAEB 2 RILE
BEP KEBPREEMENR —
BEXZEMREG EHERFE

B E Bl BL A o IL BB ERR R TR IE
R-_BE=F+-"A=+—0 4%
o008 T (Z 2T ZF: 48 %200
EBET)REREEHERZFBRA
AIMERIRE 2L EBE P KIB-

Consolidated
we

2003 2002
—EE=F —EE-F
HK$°000 HK$’000
EBET T BT T
46,915 -
68,891 45,956
15806 45,956
253,540 257,777
135,312 197
2,739 -
391,591 257,974
507,397 303,930
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21. BANK BALANCES AND CASH - GENERAL ACCOUNTS 21. #R%T

ERkAE - —RERF

22,

Consolidated Company
RE NG
2003 2002 2003 2002
—BEZF _ZTT_HF ZEBEZF _TIT_F
HK$°000 HK$°000 HK$°000 HK$°000
B F T BT T B F T BT T
Cash on hand, savings e #ER

and current accounts EXRERP 500,414 73,084 - 216
Fixed deposits with banks R1TE 7 X 20,000 50,209 234 37,600
520,414 124,193 234 37,816
The Group maintains trust accounts with authorized AEBERITHIL GRS AU
institutions as part of its normal business transactions. At ERPELREBARPELEZRT

31st December 2003, trust accounts not otherwise dealt BN —_EE=F+=-_A=+—8"
with in the accounts amounted to approximately HK$793 Rt ARBARNEERFHELB
million (2002: approximately HK$98 million). 73BT (T _F 4B

9,8008 7T) °
CREDITORS, DEPOSITS RECEIVED AND ACCRUED 22. ENBRRN BURERESRBEREAR

CHARGES

Consolidated Company
RE NG

2003 2002 2003 2002

ZEE=Ff _—TZT-F ZEBEE=ZF —ZTIT_F

HK$’000 HK$’000 HK$’000 HK$’000

BT T BEFT BT T HET T

Trade payables BER SR 382,192 57,905 - =
Other creditors, deposits Hith B BRFR

received and accrued BlEe &
charges BREMH 64,311 18,844 1,957 3,925
446,503 76,749 1,957 3,925

Trade payables represent amounts due to brokerage clients,
brokers and clearing houses, and are due within one month.
Trade payables to clients exclude those payables placed in
trust accounts amounted to approximately HK$798 million
as at 31st December 2003 (2002: approximately HK$100
million).

ERRSRREEAECEBES
AT P R A E AT IR 7 —
Bz REIHR-BE= G+ ﬁ_
+—B EREREBESERT

%%%%%ﬁ%%ﬁﬁﬁﬁﬁm

)
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23. DEFERRED TAXATION 23. EEHIE
Deferred taxation is calculated in full on temporary BLERIERBEBEARE TR EIE
differences under the liability method using a principal FTERRI75% (CTEZET-F:16%)
taxation rate of 17.5% (2002: 16%). ER B E-
The movement on the deferred tax assets account is as BERBEESBNT:
follows:
General Accelerated tax

Deferred tax assets provisions Tax losses depreciation Total
FEBEEE -RER BERX MEFERHE &t

2003 2002 2003 2002 2003 2002 2003 2002

ZEE=f -TT-F ZBE=F -—TT-F C-FEB=F —TT-F ZBE=F —2T-F
HK$'000  HK$'000  HK$000  HK$'000  HK$000  HK$000  HK$000  HK$'000
BT EETT  BEFn  EEFr BT AETn BEFn BN

At 1st January, n—A—H

as previously B

reported ma 2 - - - - - - - -
Prior year A EERE

adjustment 320 320 6,904 6,089 75 37 7,299 6,446

At 1st January, n—A—H

as restated BE EI 320 320 6,904 6,089 75 37 7,299 6,446
Credited to ElraBs

consolidated Rk

profit and loss (Ktiz8)

account

(note 8) 293 - 3,166 815 30 38 3,489 853

At 31st December R+ A

=+—H

wE 613 320 10,070 6,904 105 75 10,788 7,299
Deferred tax assets are recognised for tax loss carry B E R TE B B T A JE AR B B S ) 2
forwards to the extent that realisation of the related tax A] 335 38 oK 2R FE FR B 0w A 2 3R W sk B
benefit through the future taxable profits is probable. The HE I BEERER NEEBRER
Group has unrecognised tax losses of HK$331 million (2002: HREBEINNEBET(ZEETE_F:8
HK$372 million) to carry forward against future taxable ®&3. 721870 ) 7] 4 85 LA 85 R 2R B R
income. These tax losses have no expiry date. WA It S B 18 30 A AR RR o

o
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24. BANK LOANS

Secured bank loans (note 32)

25. SHARE CAPITAL

Authorised:
Ordinary shares of HK$1.00 each

Issued and fully paid:
Beginning of year
Exercise of share options

End of year

Share Option Scheme

Pursuant to the Company’s share option scheme adopted
on 27th September 1996, the Company may grant options
to the Directors and full time employees of the Group to
subscribe for shares in the Company, subject to a maximum
of 10% of the issued share capital of the Company from
time to time. The subscription price will be determined by
the Directors, and will not be less than the higher of the
nominal value of the shares and 80% of the average closing
price of the shares quoted on the Stock Exchange on the

RATH A

24. HMITER

Consolidated Company
RE NG
2003 2002 2002
—EE=f —TT-F CZEE= —RE-F
HK$’000 HK$°000 HK$’000 HK$°000
B F T BT T B F T B F T
(Kf#£32) - 40,000 40,000
25. KX
2003 2002
—EE=F —EE-F
HK$’000 HK$’000
BT T BT
ET A
B A E1.00T 2
TRBHD 2,000,000 2,000,000
BERITEEHRRKA:
FHIERER 1,563,351 1,562,991
1T R - 360
FRHEE 1,563,351 1,563,351
AR EE

MBS Z N\t

five trading days immediately preceding the date of offer of

the option.

BEARAR-AWAREALA T
T HRANZ RS ARF AR
BRAASEEZER2BEERTR
B Bt AIREREZ BARRER
EZRITRABD 2 THRMD -TEE
# B EFEIRE A FHER AR E
BREBRORERER L RBRENN R
E2 5 BREEBAFH KT E
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25.

SHARE CAPITAL (Continued)

Share Option Scheme (Continued)

Pursuant to the share option scheme, options which are
exercisable in prescribed portion for a period of six years
following the date of offer to subscribe for 36,300,000
shares of HK$1.00 each in the share capital of the Company
at a subscription price of HK $5.152 per share (subject to
adjustment) were granted on 21st March 1997 to the
Directors and employees of the Group. The options are not
exercisable prior to the expiry of two years after the date of
offer of the options.

At the Extraordinary General Meeting of the Company held
on 24th May 2002, an ordinary resolution was passed to
adopt the New Share Option Scheme (the “New Scheme”)
and to terminate the share option scheme adopted on 27th
September 1996 (the “Old Scheme”).

Pursuant to the New Scheme, the Company may grant
options to the Directors and full time employees of the
Group and its associated companies to subscribe for shares
in the Company, subject to a maximum of 10% of the
issued share capital of the Company as at 24th May 2002.
The exercise price is determined by the Directors which
shall be at least the highest of (i) the nominal value of the
shares; (i) the closing price of the shares as stated in the
Stock Exchange’s daily quotations sheet on the date of the
offer; and (iii) the average closing price of the shares as
stated in the Stock Exchange’s daily quotations sheets for
the five trading days immediately preceding the date of the
offer.

Pursuant to the New Scheme, options which are exercisable
in prescribed portion for a period of three and a half year
following the date of offer, to subscribe for 21,600,000
shares of HK$1.00 each in the share capital of the Company
at a subscription price of HK$4.36 per share (subject to
adjustment) were granted on 26th June 2002 to the
Directors and employees of the Group.

25.

R ()
TR EE (8)

RIERRER S AR AR — N+
FZAZt+—HRAAXEEEEKE
BERNRRE - ZERREENE L
HEAR ANFRN BFUEEHBETIR
BRR 5152 T (AT FLAFE) M1T
f#8 RE A £36,300,0000% & A 7
PR ZRREE SR 1.00 2 &5 e
ZERREARIFEH A BEMSE
NAT(E

R-ZBZE-_FRA=-F+WMA KXAF
BOIZBRRFINAE L - BRT I8
TmRFE AT RIEE ([ 37
ETEI) WERIETEHMR —NNSNE
NBZ+EH®ORKRETE ([E5
1)

BEFFE AR R A WERAEE
MEBENRMESR2BES R
TRIRE - BUHARBRZ AR Q A
R_BEE_FRHA_TMHBEET
BREABD 2 TR -1TTEEBHEBE
EEEBEE VELEATIN=FEF2
BeE () HEE: (iR R
ER RONRBIMEBEARERTZ
Wi B R(iNZEERHRRES BRI
RERZS A RHDABRFAEARE
KEITR 2K mE

BEFHE RRRRZZTZ_FX
AZ+ R NBRAAEEESEREER
R - 2 SRR AN E B H
B=FERN FFEUAREHBLES
AR #4.867T (A] T UAFHE) 1T
8 REEA ££21,600,0000% A A 7] B%
AR R EE S BA1.00T 2 %5 o
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25. SHARE CAPITAL (Continued)
Share Option Scheme (Continued)

Pursuant to the New Scheme, options which are exercisable
in prescribed portion for a period of three and a half year
following the date of offer, to subscribe for shares of
HK$1.00 each in the share capital of the Company were
granted at the respective subscription price (subject to
adjustment) in the following manner: (i) 300,000 shares at
a subscription price of HK$2.265 per share were granted
on 11th February 2003 to an employee; (ii) 500,000 shares
at a subscription price of HK$1.780 per share were granted
on 2nd May 2003 to an employee; and (iii) 10,150,000
shares were granted to the Directors and employees of the
Group at a subscription price of HK$2.375 per share on
7th July 2003.

Movements in share options during the year ended 31st
December 2003 are as follows:

25.

R ()
TR EE (8)

RIEFTAT S AR R LRI AR
BAQARATEREMBESBE1.00
T2 B’h ZERRETREL B S
B=FFANDFIATHNITEE (A F
AFAR) 11 ()N =_EE=F_A+
—Hm—f{E BEE 2R A
&% 7 ¥ 2.2657T 72 5 300,000% A&
RERG (N _EE=FRA_H
m—ﬁ@A%ﬁZ:h%Tui%
75 #1.7807T 7R B8 500,0008 A8 2~
f&1m: MR =2 =F+ At H F'T
AEBEZREERE 2RKRER]
LA AR 7 #2.375 7R 10,150,000
NN

 E_FE=_F+_A=1+—HL
FE - RIBBBE B MR H AR
RMEHWT:

Number of share options

Subscription Offered
price per Beginning during the

Date of offer share of year year
BHBH BRITEE FNBE FARH
21st March 1997 HK$5.152 3,162,000 =
—hANtE=HA=+—H
26th June 2002 HK$4.360 20,800,000 -
i A By S
11th February 2003 HK$2.265 = 300,000
—EE=F#_F+—H
2nd May 2003 HK$1.780 = 500,000
—ET=FHHC=H
7th July 2003 HK$2.375 - 10,150,000
—TE=FtHtH

AREHEA
Lapsed Exercised
during during End of
the year the year year

FERAXM ERTE ERBE

3,162,000 = -
800,000 - 20,000,000
300,000 = =

= = 500,000
= - 10,150,000
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oS

26.

CEF=F 1A=t —ALEE

RELATED PARTY TRANSACTIONS

(@)

26.

The following transactions were entered into with

related parties during the year:

Interest income earned from
associates on deposits placed
Consultancy fee received from
an associate (note (c))
Rental income received from:
— an associate (note (d))
— ultimate holding company
(note (e))
Securities brokerage commission
received from
— subsidiaries of ultimate
holding company
— a subsidiary of an associate
of ultimate holding company

— an associate of ultimate
holding company

Interest expenses paid to

ultimate holding company:
— on convertible notes
— on revolving loans

Rental expense paid to ultimate
holding company
(note (), (9))

Rental expense paid to wholly
owned subsidiary of ultimate
holding company (note (h))

Referral and consultancy fee
expenses paid to an associate
(note (i)

e B & N B UER
Tz F B WA
ﬁiM“TWWm
BB (HiEc)
Hae A
— B naE (et )
—ERERRA A
(Kiit(e))

Wz &L fe

—RERERATRFEA
ZI‘H%“*
—BRRERARRE

z&%ﬂ

Zl‘ﬁ%
- RRER 7%75
/Nl

EESF S22y NG
XA ZF BT :
—AMRER
—RBREREX
M) & A AE R A A
EENEiEK
(Htat) ~ (g)
MEEIERABFEZ
2EMB AR
He (Hath)
Bl ANCIEE PN
BB (M)

()

BEHEALIRE
AEERFRNEERHEALT
2RI

—EE=F —FE-F
HK$°000 HK$°000
BET T BT T

1,647 2,590
- 1,265
453 453
192 228
89 -
2 _

- 9

- 6,233
6,021 3,664
168 196
2,400 4,147
16,000 -
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26. RELATED PARTY TRANSACTIONS (Continued)

(0)

Included in the balance sheets are the following

26, FEEALIXRZ (&)

(b)

REERBRANBHEA

balances with related parties: TARKBRE:
Consolidated Company
RE YN
2003 2002 2003 2002
“¥%=F _—TT_HF CZB¥=F _—TT_F
HK$°000 HK$’000 HK$°000 HK$’000
EBEFT BT T EBEFT BT T
Deposits placed with N AN R
associates (included in (BRERIET
bank balances and EHEIRE) ()
cash) () 36,108 52,153 - -
Interest receivable from JE L Bt & 2 =D B
an associate (included in (BEREK
debtors, deposits and i )
prepayments) H HA) - 5,745 - 5,745
Amount due from an JRE Ui Bt & 2 m] R IE
associate (included in (BEREK
debtors, deposits and R Ze Rk
prepayment) (ii) ﬁﬁ A) (i) 9,350 78,243 - -
Loans from ultimate holding & ff & &R 12 %
company (iii) &l 2 B 3K (i) (436,490) (250,000) (436,490) (250,000)
Interest payable on loans Fﬁﬁ*fﬂ? 2 8]
from ultimate holding B %2 H (i)
company (i) (811) (1,577) (311) (1,577)
(i) Deposits placed with associates are unsecured, (i) P& 2 A7 K R A

(i)

bear interest at commercial terms and repayable
upon demand.

Amount due from an associate arose in the normal
course of securities brokerage business, and is
unsecured, interest free and repayable upon

demand.

(i)

W IR FE IR EE IR
BRIFIEE -

JEW I & R AR TS E £
Eﬁﬁﬁ%ﬂ%ﬂ%ﬁzl%
EHRG KB REEA



e CHINA EVERBRIGHT LIMITED B )t K £ it A BR /A Al

NOTES TO THE ACCOUNTS (Continued)
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For the year ended 31st December 2003
HE-_ZZE=F+-A=+—HIFE

26. RELATED PARTY TRANSACTIONS (Continued)

(0)

(Continued)

(iii)

On 19th June 2003, the Company renewed a one
year term loan agreement with its ultimated holding
company China Everbright Holdings Company
Limited (“CEHL”) for a loan of HK$250 million on
the same terms and conditions as they were in the
term loan agreement first entered into between the
same parties on 2nd July 2002 except that the
interest rate was increased from Hong Kong
Interbank Offer Rate (“HIBOR”) plus 0.72% to
HIBOR plus 0.75% per annum.

On 14th May 20083, the Company entered into
another one year term loan agreement with CEHL
for another loan of HK$130 million on terms and
condition similar to those of the agreement entered
into previously between the same parties save that
the interest rate was HIBOR plus 0.35% per annum.
No security was required to be provided by the
Company pursuant to this loan agreement.

On 21st October 2003, the Company entered into
another one year term loan agreement with CEHL
for a loan of RMB60 million on terms and condition
similar to those of the agreement entered into
previously between the Company and CEHL save
that the interest rate was fixed on 2.75% per
annum. No security was required to be provided
by the Company pursuant to this loan agreement.

On 21st December 2001, a wholly owned subsidiary

of the Company entered into an Investment

Consultancy Agreement with Everbright Securities

whereby the said subsidiary provides investment

consultancy services to Everbright Securities. In

2003, no consultancy fee was payable by Everbright

Securities.

26.

FREALRS ()

(&)

(iii) RZFEZF= ﬁﬁ+n
= NI = g S
AR]FEAXEFFR A
A ([EXEE]) GLIEE

B — IE;’%A;@Q%%%
B2 —FHE N
it Z//’%Ty«&f/‘z#/éﬁ/i
& ERIT R ¥ K E
(HIBOR)+0.72 [E 1% 11 &=
HIBOR+0.75[E Z 5 B fth
150 R 5 14 22 1 & R AT R

—EF -F+HAZHFER
Z B R -

RZFEZE=FAA+H
H » 2N 2 5] 81 ¢ K 5 B 4
7%%—E FRIE
Z ENERBEIESF
,%71 13X R 5 14 B2 2 7
&nT?ZZ Z/’jziy\fg%‘“ﬁ/
R EFEQ.35E - KR

EZEBIMEH fmﬁﬁffﬁﬁ

R-ZFEF=F+A=4+—
H K2 A8 K& B FH
EASTy H—FHEN
% BEAEAARECTE
JT ° /kth&ﬂk/#:;@—fa—ﬁljiﬂ
T B KK AR o F E
BEFF2.75[E - K1 A] #E
FAU BRI

RZEE—F+RA=+—
B -ARQRIZE2EK B AR H
KRRIAEFEF —BREZT
AR A AP AN E5d
BRARB - ARAHR_-F
—FUWESNERAER-

NHH]DX
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NOTES TO THE ACCOUNTS (Continued)

R EH M FE (&)

For the year ended 31st December 2003
HE-_ZZE=F+-A=+—HIFE

26. RELATED PARTY TRANSACTIONS (Continued)

(d)

On 28th September 2001, the Group entered into a
tenancy agreement with Everbright Bank in relation
to the leasing of office premises to Everbright Bank
for the period from 22nd October 2001 to 21st
October 2002 with an option to renew for another
term of one year. Pursuant to the exercise of such
option, the lease has been renewed for one year
from 22nd October 2002 to 21st October 2003 at
the same rent. The rent payable to the Group
amounted to HK$452,520 per annum. On 22nd
October 2003, the Group entered into a new tenancy
agreement with Everbright Bank to renew the
aforesaid lease for a term of one year from 22nd
October 2003 to 21st October 2004 with an option
to renew for another term of one year. The rent
payable by the Group amounted to HK$452,520 per
annum.

On 22nd November 2002, the Group entered into a
tenancy agreement with the ultimate holding
company in relation to the leasing of residential
premises to the ultimate holding company for the
period from 1st January 2003 to 31st December
2003. The rent payable to the Group amounted to
HK$192,000 per annum. On 1st January 2004, the
said lease was renewed for a period of one year
from 1st January 2004 to 31st December 2004. The
rent payable to the Group has been revised to
HK$180,000 per annum.

On 14th June 2002, the Group entered into a tenancy
agreement with the ultimate holding company in
relation to the leasing of residential premises to the
Group for the period from 8th April 2002 to 7th April
2003. The rent payable by the Group amounted to
HK$84,000 per annum. On expiration, the tenancy
agreement has been changed to a monthly basis
until 30th November 2003. The rent payable by the
Group remains the same.

26.

FBEALXRS (8)

(d)

RZZEZE—FHLA=+NR"
ANEEE N KRIRITHEET —H
L) REE K I M K RNIRT
HHRE—mERAWE HEA
—FEE—HF+A-_+=-HZE
—EE_F+A-+—HI
Fe RIRITE R ZE L B R
REME—F-mx NIRITEST
FRiuisER  ZEHE FLEH
—F BHEEF+A=F
“HE_ZTE=F+A/=-+
—HIEHe#ERFETE - A&
B el 2 /A’ 452,520
TT-R-_BEE=F+/=-+=
H 2N E 8 RIRITEF A
AR A — i fEHHEEfYYf
F+AZ+—HBL XKET
EHERZBEHNBRmEERE—
F-REBREWKFRBBE
452,5207T °

BAfYYfiJr A=+=

ZNCE =83 Sl /NI R
aT*IETHZ'J AEBERE LA
—BEAEYE - HHHA-TE
:¢ ﬂ*ﬂgigg ¢
+—A=+—H81t FH&AE
A #192,0000t - R ZE Y

F-—A—B ZHEHNETEH
— & Hﬂ:?ﬁ%@i*ﬁfa
E_FTEME+-F=+—

Rl FHRHESAERAER
180,0007T

R-ZTEZ-_FA+WA K
EEHSRERARET —

ERA NEEE R EAR
—HEEWE AHH=_FT
“FOANBRE-_ZTZT=
FHALHIE-FHRHE BB
84,0007T ° A TH 49 HA M B - Bk
BEANFRAEZE_ZTZ =
F+—A=1+H -HBEL R
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NOTES TO THE ACCOUNTS (Continued)

R EH M FE (&)

For the year ended 31st December 2003

oS

26.

27.

CEF=F 1A=t —ALEE

RELATED PARTY TRANSACTIONS (Continued)

(9)

On 14th June 2002, the Group entered into a tenancy
agreement with the ultimate holding company in
relation to the leasing of residential premises to the
Group for the period from 3rd July 2002 to 2nd July
2003. The rent payable by the Group amounted to
HK$84,000 per annum. On expiration, the tenancy
agreement has been changed to a monthly basis
until 30th November 2003. The rent payable by the
Group remains the same.

On 22nd January 2003, a wholly owned subsidiary
of the ultimate holding company entered into a
tenancy agreement with the Group in relation to the
leasing of office premises to the Group for the period
from 31st December 2002 to 30th December 2004.
The rent payable by the Group amounted to
HK$2,400,000 per annum.

In March 2003, a wholly-owned subsidiary of the
Company entered into an agreement with Everbright
Securities whereby the said subsidiary paid
approximately HK$16,000,000
Securities as referral and consultancy fees in respect

to Everbright

of the services rendered to the said subsidiary.

CONTINGENT LIABILITIES

Guarantee given to financial institutions
in respect of banking facilities granted

to subsidiaries

26.

27.

A BARMRITEE
[ B IR R IR

FBEALXRS (8)

)}

R-ZZEE_FXA+HIAE &
EEESEIERARER —
EM %) - NS Bt A H A A
—HEEWE HHH -2

:itﬂzaté:zzf
FLtA-HIL-FHE BB
84,0007T ° 73 78 4 HA M B - 2
RIEAMERNEEZE-_TT=
Ft+—A=ZFTH-BAERET

,,,,,,,,

%

T=f—-—HA=-+=H"
IR AR ZEEMBA

AIEAREEEF —HBEL K
SEREMEER-—ERA
ME HER _TT _F+ =
BA=+—HZ_ZZTNWNF+
“A=tHL-FHEREE
2,400,0007T °

123

2%
W
)

R A&

Zl

%

RZTE=F=F AR
ﬁW%Amﬁﬁﬁﬁ%%ﬂ
—IEWE BULZ B A FM
HRAEHZ ot —IBIREE
AR ANBRERAER
477% #16,000,0007T °

FREE

—EE=fF

—_ms =

Company

YN
2003 2002
—ERT_F
HK$°000
BEF T

HK$°000
BETFT

100,000 380,000
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For the year ended 31st December 2003
HE-_ZZE=F+-A=+—HIFE

27. CONTINGENT LIABILITIES (Continued)

As at 31st December 2003, the Group’s subsidiaries had
not utilised any of its banking facilities.

As at 31st December 2003, the Company had issued
corporate guarantees to certain financial institutions for
trading facilities granted to a subsidiary which engages in
leveraged foreign exchange trading and other subsidiaries
which carry out derivatives transactions. The guarantee
amounts vary and are dependent on the volume of
transactions effected with the financial institutions.

28. COMMITMENTS

(a) Capital commitments

The Group has no capital commitments as at 31st
December 2003 (2002: Nil).

27.

28.

HAREE (&)

R-TE=4+-A=+—H %
BT 2 FRAALRAEMER

JiE]

R-BE=F+-_A=1+—H &R
577% A2 EETINER S Z B
REAINSZBTETAEE 2 A
BRAINRZEER T BEEREHE
ER-ZERBERBEESBRBEE
EZRZHEMmE

iR

(@) EXREE
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R EH M FE (&)

For the year ended 31st December 2003
HE-_ZZE=F+-A=+—HIFE

28. COMMITMENTS (Continued) 28. R¥E (E)
(b) Operating lease commitments (b) REHERE

Operating lease commitments as at 31st December E/\\_ EE=F+_A=+—
2003 amounted to approximately HK$3,267,000 B &RETHESAEATELN BB
(2002: HK$5,711,000) of which approximately #3,267,0007T (Z T T =4 :
HK$3,187,000 (2002: approximately HK$3,158,000) 475 85,711,0007T) - A4
is payable in the next twelve months. The Group 753,187,000 (2 ZT —
had future aggregate minimum lease payments under F 49745 %3,158,0007T) & XK
non-cancellable operating leases as follows: KA {8 A NEXZ 2 &
SR AEERBETAHEZ
KERE RARRZT 2 HIE

MEMNREERT:

Consolidated
ey
2003 2002
“BE=F —TT_F
Properties Others Properties Others
BE Hit FE Hith
HK$°000 HK$°000 HK$’000 HK$’000
EBEFT EBEFT BT T BT T
Not later than one year —F R E| 5 2,827 360 2,758 400
Later than one year and ZERFAEH

not later than five years 80 - 2,553 -
2,907 360 5,311 400

()  Future operating lease arrangement (c) RERLEHEERH

As at 31st December 2003, the Group had future
aggregate minimum lease receipts under non-
cancellable operating leases for investment properties
as follows:

Not later than one year —F A E|H
Later than one year and

not later than five years

R_BE=F+_A=+—
B AEBERE AR BEENR
EWMELZRLY RARRATYK

B &EAEFREAELNT:

Consolidated

we

2003 2002
—EB=fF —ET—f
HK$°000 HK$’000
BT T BT T
821 1,223
283 268
1,104 1,491
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For the year ended 31st December 2003
HE-_ZZE=F+-A=+—HIFE

28. COMMITMENTS (Continued) 28. &IE (&)

(d) Off-balance sheet financial instruments (d)

The fair values and the contractual or notional
amounts of the Group’s trading equity derivatives
outstanding at the year end are detailed as follows:

EERERIERIA

TREHRAEERFELRF
BZRXRHGBREMETAZA
FEERGHREESTRIF
Ao

Fair value Contractual/
assets/(liabilities) notional amounts
ATE B/
EE/(86)) EBREH
2003 2002 2003 2002
—28=§f —TT-F ZBBZF —TT_F

HK$’000 HK$'000  HK$’000 HK$’000
BT  ERETT EETR  AEETT

Equity call options ELREREDE

written (4,437)
Equity Collars REE TR EE &

— Call options written —E LR R (2,208)

- Put options — b EiRE 758
Equity swaps BREFBREH 4,425
Hang Seng Index futures BAEEHBE 108

= 160,700 =

= 43,500 =
= 40,500 =
= 150,425 =
= 6,318 =

The financial instruments become favourable (assets)
or unfavourable (liabilities) as a result of fluctuations
in market prices of the underlying instruments
relative to their terms.

Notional amounts of these financial instruments
provide a basis for comparison with instruments
recognised on the balance sheet but do not
necessarily indicate the amount of future cash flows
involved or the current fair value of the instruments
and, therefore, are not a representation of the
Group’s exposure to the credit or price risks.

TRMITAATRMEETIAZ
mIZERRBMESEHN (B
ZE)HAM('BE) -

ZEETRMTIAZZESAET
FREEREERBERER
MTALRZEE ER—E
BTRAPEARKATRELZ
CHERZETAEZREBEAY
B ¥ TRRAEE AT
mHcEEHBERRAR-
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29. LITIGATION

(@)

On 12th December 1995, the Company issued civil
proceedings against Mr. Ch’ng Poh, a former Chief
Executive Officer and Chairman of the Company,
claiming damages for conspiracy and/or conversion
and/or breach of fiduciary duty arising from his
unlawful use of approximately HK$127 million of the
Company’s funds in 1985 to finance a purchase of
shares in the Company. The Company obtained a
judgment for a sum amounting HK$336,310,069 as
at 27th February 2001 and HK$270,918,527 has
since been recovered under the said judgment. This
judgment has been affirmed by the Court of Appeal
and the Hong Kong Court of Fund Appeal. The
Company has since recovered HK$2,241,000 in
costs from Ch’ng Poh. As at the date of this report,
Mr. Ch’'ng Poh still owes the Company a sum of
approximately HK$82 million under the judgment and
approximately HK$20 million in legal costs and the
Company has taken reasonable steps to recover
such sum together with costs from Mr. Ch’ng Poh.
However no significant sum has been recovered from
Mr. Ch’ng Poh save as disclosed aforesaid.
Bankruptcy proceedings have been commenced
against Mr. Ch’ng Poh. However, there is no
assurance that the Company can recover any part
of these sums or at all and thus no receivables have
been recorded.

29.

ill_li
o
P

R—AhEF+=ZA+=8"
RABEARRBRIERERT
BReHEELERERER
A RBMEAER—ANRFIFE
EB AR AR B
127,000,000 C{E & B A A2
AR zcESEBZRER
SEERR S HERBEE
EZBKERERZTE—
FZAZ T+t HRZFAM
AR (T7ZAR]) - BRIEZ
R AR ERELEEEM
AAGBERERR RER
BRBEEFZEL-RZF
E-—F_A-_t++BRZEE
% %8 & % ¥ 336,310,0697T °
ZAREBES LFERK
EEER BRBZIAKAD
By [E — £ %% 270,918,527
THREBE-BHEAREEE
B HBAEEDNDREARRFR
B 340 75 # 82,000,0007T &
A& A 4978 % 20,000,000
LW EAQNRERKNAEE
el FE B L ERE B EFRIE
BEEAREEELD KL
WEIN RABDRENRTEE
EERROEEHEMNRIE
RAARBEERMEERBS
HELAENEES BARAF
THERBT D 2Bk IH K
[B] 5% 5 I8 » BUILE _E 3t /R 50 A
0 B R FE YR SR A
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For the year ended 31st December 2003
HE-_ZZE=F+-A=+—HIFE

29. LITIGATION (Continued)

(0)

In July 1998, the Company and |.H.D. Management
Services Limited (now known as CEL Management
Services Limited), a wholly owned subsidiary of the
Company, were served with a Statement of Claim
by one of its former senior executives claiming
damages in the sum of approximately HK$13.5
million for alleged failure by the Company and I.H.D.
Management Services Limited to grant him certain
share options pursuant to his employment contract.
Pleadings have closed and discovery has completed.
This matter has been set down for trial in July 2004.
The Directors are of the view that the outcome of
this dispute will not have any material impact on the
results of the Group.

In August 2001, Avon Investments Limited (“Avon”)
commenced civil proceedings against the Company
claiming damages in the sum of approximately
HK$37 million for alleged wrongful repudiation of a
management agreement between the Company and
Avon. The Company has filed a defence to rebut the
allegations of Avon. The case was originally set down
for trial in May 2004. However on Avon’s request,
the trial date has been postponed to a date to be
fixed. The Directors consider that it is premature at
this stage to estimate the impact of the possible
outcome of this case on the results the Group.

In December 2002, Avon commenced civil action
against the ex-directors, the independent directors
and the current directors of the Group and the
Company. The action is a derivative action in nature
which action was brought in the name of Avon as a
minority shareholder but partly for the benefit of the
Company. The action is at a preliminary stage and
the Company has filed a defence. The next step is
discovery whereby the parties will exchange
documentary evidence in relation to the claim of the
case. It is premature to estimate the impact of the
possible outcome of this case on the results of the
Group at this stage.

29.

AR (%)

(b)

R=ANANFLA NEE—
# A= AR B R AR E R
T—2ENBARAEER
RIS AR 7] GR A AIZERR
EEREERLF) RERE
A RREAARRRRAEE
BREER AR AREREE
BaHWRAERTREEMS
HZBR-ENTERIMNER
RB2EFR RULREHH
R-ZENFLAEAEM-
EZERRERUARNR
RERME T AEHARE
MIRE AEREANTE-

RZZEZT—F\H  Avon
Investments Limited
(TAvon]) MAARRERE
FA BEA QAT IEE 7
B ERE 42 A B9 17 5% M 5| 3K
ZHEK-ARBBRZIMHE
LA 2 X [B] Avon A 5 128 © 1t 3R 14
BEHHR T MER A
FZa HERAEAONE K it
ROHBERE ARG E-BE
=2 RAEN B AEF LR
AR AR R B AR A AR
EMEE BE2zEmFe

R-ZZTZE_F+= A Avonf
ARABIMRESE BUYUEER
REZESERADAEEFRC
ERAFATMDBRITEFR
M o R AvOn AN R B 15 A
NEF=RE L BERFREY
FTHRE ARAERRERH
E T SRAEFIBREE
BRE-ZEFERAENE AR
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For the year ended 31st December 2003
 E_TE=F1T-A=+—HIUFE

NOTES TO THE CONSOLIDATED CASH FLOW 30.
STATEMENT

Reconciliation of profit/(loss) before taxation to

net cash outflow from operating activities

Profit/(loss) before taxation
Interest income
Interest expenses

Interest received on advances to customers

Other interest received
Dividend income
Share of profits less losses of associates
Depreciation
Amortisation of goodwill and trading rights
Impairment loss on investment in
an associate
Impairment loss on trading rights

Net gain on disposal of non-trading securities

Net gain on disposal of an associate
(Gain)/loss on disposal of fixed assets
Revaluation deficit on fixed assets

Operating profit/(loss) before working

capital changes

Increase in advances to customers

Increase in debtors, deposits and
prepayments

Decrease in amount due from a related
company

Increase in trading securities

Increase/(decrease) in creditors, deposits
received and accrued charges

Cash used in operations
Hong Kong profits tax refunded/(paid)
Interest paid

Net cash outflow from operating activities

BRHAER,/ (BE)
MEMA
MEXH
B P e AR 8
R B WA E

REHA
EREBERARRNAER
hE
BERRHEZHH
BeEARRERERE
RHBRERE
HEERFEF 2 RN E

HEBERT R
HMEEREEL (M) /BE
EfETEERE

LEEALEPH <R
B/ (BR)
EPEREM
RWERHR ZERBAFEM
FE M B A R SRR

RBEFEM

BN&F EhEERER
BREM/ ORD)

REEDER RS
RE/(BR) EBHEH
B E

BERPELEIRNLER

BERERENTE
(a) BRBARF(FBE) "mEgy
FEHCRSREBEYERR
2003 2002
“EE=F “TT-F
HK$000 HK$000
BY¥TT BETTT
320,430 (1,387,309)
(25,057) (24,709)
7,023 13,816
14,116 11,280
7,109 3,419
(52,552) (11,847)
(237,818) 1,308,129
4,739 6,523
13,450 13,690
119,118 =
= 960
(70,933) (56,933)
= (25,805)
(1,872) 414
4,759 20,545
102,512 (127,827)
(152,083) (40,843)
(288,848) (136,011)
= 167
(203,467) (78,836)
369,754 (14,349)
(172,132) (397,699)
2,085 (2,047)
(8,289) (12,239)
(178,336) (411,985)
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30. NOTES TO THE CONSOLIDATED CASH FLOW 30.

STATEMENT (Continued)

(b) Analysis of the balances of cash and cash (b)

equivalents

Bank balances and cash
— general accounts

Time deposits with maturity
over three months

Short-term bank loans

(c) Major non-cash transactions

Repayment of convertible notes
by drawdown of revolving loan

RERERBRME (B)

RERBSEEYHREIN
2003 2002
—EE=F —EE-F
HK$’000 HK$’000
BYE T T BT T
IRITHEBRLIRES
——RERFE 520,414 124,193
B={E BB TR
(20,000) =
500,414 124,193
BITRBER - (40,000)
500,414 84,193

(c) EX*REXRS

2003
—EE=F
HK$°000
BET T

BBRRBERERER
AR R B RIA -

2002
—EE-F
HK$’000
BT

250,000
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For the year ended 31st December 2003
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31.

(a)

SEGMENT INFORMATION

Business segments

The Group conducts the majority of its business
activities in three areas: short-term investments,
financial services and long-term investments plus
other operations. An analysis by business segment

31.

PEER
(a) %E¥HHE

AREERREZEBIER
PR-FEEHRE SRR
BMRRE BEMER 7
EBABEZEMAINWMT:

is as follows:
Long-term
Short-term investments  Financial services  investments plus others Total
RRRE SRRE RAREREf &
2003 2002 2003 2002 2003 2002 2003 2002
CBRCF _TTCF CBBCF _TT-F CBBIF _TT-F CBEZF _TTCF
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
BETRn EEFr AETn BETn  B¥Tn AEEkTr B¥Tn BRI
(Restated) (Restated) (Restated) (Restated)
(231) (Z31) (231) (Z31)
REVENUE WA
Investment income/(loss) RAWA/ (BX) 127,323 (88,225) - - 110964 58272 238,287  (29,953)
Interest income FEWA 4,832 5,831 18,391 14,333 1,834 4,545 25,057 24,709
Brokerage commission and BerRBEA
service income 1,217 2,424 111,347 56,177 66 - 112,630 58,601
Other income EflA - - 130 1,046 5,879 35,344 6,009 36,390
Total revenues ‘A 133,372 (79,970) 129,868 71,556 118,743 98,161 381,983 89,747
RESULTS ES
Segment results PEEE 120,442 (92,648) 34,653 1,313 103,750 60,554 258,845 (30,781)
Unallocated corporate expenses & AR A% B (50,002)  (34,583)
Operating profit/(loss) BERA/ (BB 208,753 (65,364)
Finance costs UHER (7,023)  (13,816)
Share of profits less losses EREBERR
of associates BHAES 237,818 (1,308,129)
Impairment loss on investment ~ AR AR ERESE
in an associate (119,118) -
Taxation (charge)/credit HE(BR) /s (96,896) 393,761
Profit/(loss) after taxation BHEET/ (BR) 223,534 (993,548)
Minority interests LERFER 179 =
Profit/{loss) attributable RRERRT,/
to shareholders (B8) 223,713 (993,548)
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31. SEGMENT INFORMATION (Continued)

(a) Business segments (Continued)

Short-term investments
BRRE
2003 2002

31.

2003

Z§92F “TIF C8Rf
HK$'000  HK$'000  HK$'000
BT BETT AMTR

(Restated)
(E31)
OTHER INFORMATION HtEH
Segment assets PEEE 714,151 398,351
Investments in associates hEDARE
Goodwl e
Investments in jointly EREFERES
controlled entity
Unallocated corporate assets ~ RARKATEE
Total assets BEE
Segment liabilties PEEE 6,626 785
Unallocated corporate liabilties KA EH 2 T2 E
Total liabilities ek
Capital expenditure BRERR - 167
Depreciation and amortisation ~ HERR 5EE #
of trading rights 118 278
Impairment loss on trading RPERERR
rights = -
Unallocated goodwil AARNEERS
amortisation
Unallocated impairment loss on R A BB LN A% E
investment in an associate REBR

Note: Due to changes in the basis of allocation of revenue
and related assets and liabilities, comparative
figures for the previous year have been restated.

(b) Geographical segments

Most of the activities of the Group are based in
Hong Kong from where it derives more than 90% of
its revenues and operating results and where most
of its segment assets are located.

818,554

436,297

307

DHEER (&)
(a) HE¥KoHE(E)
Long-term
Financial services  investments plus others Total
SRRB RERERH ait
2002 2003 2002 2003 2002
“TRCF CBBSF “TTCF CBEZF TR
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
BETT  BETr AEEkFr B¥Tn BT
(Restated) (Restated) (Restated)
(E31) (E51) (Z31)
284,516 1,605,129 1,403,547 3,137,834 2,086,414
2,265,920 2,198,269
102,300 115,500
2,239 2,239
350,555 154,130
5,858,848 4,556,552
23,553 - - 442923 24,338
673,350 554,634
1,116,273 578,972
398 18,179 104 18,179 669
867 4,564 5,868 4,989 7,013
960 - - - 960
13,200 13,200
119,118 -
Hiid: AN - BEERBENSD
HHANE ARFEEN
EBABLERBEIBEEEN
HBR o
(b) EBE 5 1E

AEEBRIADEHBHESR
BEE T Z1090%.2 A B
REXBEERBELERKE
MHNHEEERBRNEL-
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32.

33.

CEF=F 1A=t —ALEE

BANKING FACILITIES AND PLEDGE OF ASSETS

Aggregate banking facilities of the Group as at 31st

December 2003 amounted to approximately HK$130 million

(2002: approximately HK$630 million) of which the unused

facilities as at the same date amounted to approximately
HK$130 million (2002: approximately HK$590 million). These
facilities were secured by approximately HK$120 million
(2002: HK$592 million) non-trading securities held by the
Group and corporate guarantee issued by the Company.

SUBSEQUENT EVENTS

(@)

Reference is made to the joint announcements made
by International Bank of Asia Limited (“IBA”) and
Fubon Financial Holdings Co., Ltd (“Fubon”) dated
8th September 2003 and 10th February 2004 and a
composite document dated 16th February 2004 (the
“Composite Document”) issued jointly by IBA and
Fubon to the shareholders of IBA in which document
Fubon formally makes a general offer (“Offer”) in
respect of all the issued shares of IBA at a price of
HK$3.68 per share.

Having reviewed the Composite Document and the
Company’s strategy in the financial sector in both
Hong Kong and China, the Company accepted the
Offer on 8th March 2004 and sold its entire interest
in IBA (the “Transaction”). Immediately prior to the
completion of the Transaction, the Company (through
its subsidiary) was holding 234,432,000 shares in
IBA, representing 20% of the issued share capital of
IBA. On the completion of the Transaction, the
Company received cash in the sum of about HK$862
million from the Transaction and will use the proceeds
as its general working capital and for its future
business development.

On the completion of the Transaction, IBA has
ceased to be an associated company of the
Company.

32.

33.

RTERFEEREERNA

AEEBR-_ZET=F+=ZA=+—
HZRITERBELNRBE13ET

ZETF B Ke3E ) EF
RERAZEREEN BB 315
T (ZETZF B %5.9187T) °F

?ié?ﬁ%ﬁfszmﬁ%l%ﬁb&x%
BEOAEBI2BT (ZEZ 8
#5.0218) EEH R AR RIERER

HEBAKRER

(@ EFCRERRODARAF
(TmiﬁJ)&/%%Ef’%ﬁﬁ 18
BRAR (BEFTIHR-F
Z=FAANAR-ZTEMN
F_ATRH BRBFELAS
ER-_ZZEWNFE A +XHAH
BEBELRAaXMF ([FEX
1) - BHREEXMFRER
AEERTZRRELAE
PREKI.68TTEHEKBELR
RiITRMDcEZH ([WRER
&)

KB2ZEZHEe Xt LERR
RARBERFE 2@
BRE ARARERZZEN
FZANAENEHRELZ
WgEa HEERNBERTT
Z2EEERHO (HERXF])
REKEERX SR AR AE
BAMERBFAEBERITR
19 234,432,0000% - 1 7 E 4R
1TE BTN 4920% ° RTERK
HERXS%E ANARIWEHIE
L EBES 2B L UIEAE S
BEASMBEEBERER G-

EREEXRZR BERTE
TEBRBEARR 2B ERF
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33. SUBSEQUENT EVENTS (Continued)

(0)

The Company as shareholder of Everbright Securities
Company Limited (“Everbright Securities”) on 27th
February 2004 entered into a promoters agreement
(the “Promoters Agreement”) consenting to the
proposed conversion of the net assets of Everbright
Securities into the share capital of a jointly stock
company, Everbright Securities Joint Stock Company
Limited (“ES Joint Stock”) and the subsequent share
capital enlargement thereof (hereinafter collectively
referred to as “Proposed Capital Restructuring”).

Pursuant to the Proposed Capital Restructuring,
Everbright Securities will convert its net assets into
the share capital of ES Joint Stock and thereafter 4
proposed new shareholders (the “Proposed New
Shareholders”) will together invest RMB220,000,000
in cash in ES Joint Stock. According to the Promoters
Agreement, the net assets of Everbright Securities
valued at 30th June 2003 will be capitalised as the
share capital of ES Joint Stock on a 1:1 basis (i.e.
for every RMB1.00 of net assets of Everbright
Secuirities, it will be converted into RMB1.00 of the
share capital in ES Joint Stock).

According to the accounting standards in the PRC,
upon completion of the Proposed Capital
Restructuring, the share capital of ES Joint Stock
will be RMB3,048,090,000 and the Company’s
interest in ES Joint Stock will then be diluted from
49% to 45.46% and ES Joint Stock will continue to
be an associate of the Company.

An application has been made on 27th February
2004 by Everbright Securities to China Securities
Regulatory Commission and Ministry of Commerce
of China for approval of the Proposed Capital
Restructuring. There is however no guarantee that
such approval will be obtained or the Proposed
Capital Restructuring will eventually be completed.

34. APPROVAL OF ACCOUNTS

The accounts (on pages 43 to 118) were approved by the
Board of Directors on 30th March 2004.

33.

34.

HEHRSBE(F)

(b)

ARAFER _ZTZEMFE_ A
“TTEHAUBRREPEE—
MmEREAMZE ([FHE AR
&) REAREFEREME
RAE ([FREEFF]) B F
BEBBRS —RBR/NIKIL
FhMp AR ()R
1) WD ARz Btn - R
HERBENBRARREER
B (L2 B A THRES
[EZ:kihEHR]) -

HARAHFRBBEAEZER
MER BEFEEERKN
AR Y E A& I 5| R
FRE ([E@ZHRE]) &
ERS ARE22BITLR ML
D -BIBBBEERARZE
HRAEHFRFEEHE N
TE=FNA=1THNEE
LA 1 A9 EE 51 88 A S A % 19 B9
EXAE (AREARBATH
HARAFHFEEEAAEA
REATTHHAERDHRG)

BEP SRR TRER
BHEHRE KA HD 2 B
KA ANR#3,048,090,0007T
m AR R &) R AL A% 10 # =5 15
FR49%F B E45.46% * YAl
R E A=Y = NN Pl

HRIEFERZZTZTMF =
A-t+tHRUEZERMNE
HEPRITEHFEEERERE
ERPBEEKEIIREEAER B
THRBEHEEZERHE
e eEGH ES—TFT
LAFERX

Bk B #tE

REEERNFIBEI18ED R -Z
ZNE=A=+tHhEEe -



